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Standard Life 


again improve 
Bons Record 


REVERSIONARY BONUS 
for the year ending | 5th November 1971 £3.50% on | " 
basic sum assured plus £5.00% on attaching bonuses 


INTERMEDIATE BONUS 


at same rates as Reversionary Bonus 


CLAIMS BONUS 


again increased. 





These results confirm our position at the top of the 
“performance” table and once more our policyholders 
will receive substantial increases in their benefits. 

This is what really matters. It is not our style to 
make over-generous forecasts of what bonuses new 
policies might earn. Our concern is to provide the best 
possible results at the end of the day, and we do so at 
a consistently high level to give a performance record 
which is not beaten by any other company. Consider 
these results :— 



































Year in which S 29 Amount 
policy for £1,000 E mg paid 
was effected in 1972 
1932 40 years £3,782 
1942 30 years £3,046 
1952 20 years 25521 


1962 10 years £1,433 





This kind of performance makes it easy for you 
to recommend Standard Life to your clients. 


Standard Life 


ASSURANCE COMPANY 


Established 1825. Assets exceed £900,000,000. 
° Head Office: 3 George Street, Edinburgh. 
Branches throughout the United Kingdom and the Republic of Ireland. 
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The Association's Pë CS 


F all publicity is good publicity, the Council and members 

of The Association of Certified Accountants are doubtless 
well satisfied with the position which they have occupied 
in recent weeks in discussion of the profession’s affairs. 
Despite the volume of comment and conjecture, some of 
it conspicuously less well-informed or objective than the 
rest, about the Association’s intentions towards other 
accountancy bodies — to which this week’s announcement 
of ‘informal talks’ with the President of the ICMA must 
give new impetus — the impact of its proposed new exami- 
nation syllabus or the alleged conflict of interest between 
the practising and non-practising membership, the 1971 
report of its Council reflects again the note of confidence 
in the future, born of solid achievement in the past. 


Theré is a certain delicate irony, to be sure, in the ` 


spectacle of the Association — founded originally with the 
professed objective of affording a broadly-based account- 
ancy qualification over the whole spectrum of commercial 
activity for those unable to meet the entry requirements of 
other bodies — facing murmurs of discontent from within 
its own membership over the allegedly disproportionate 
Council representation of the practising element. Nomina- 
tions to the Council this year are designed to achieve a 
50-50 distribution of practising and non-practising 


Council members; though this may not satisfy entirely 


those who pressed at last year’s meeting for directly pro- 
portional representation of non-practising members. 

While the Council points to the specific burdens at 
present falling on its practising members to justify its 
opposition to any further limitation of their numbers, some 
members of the Association have already made clear their 
preference for its constitution as a predominantly or 
exclusively industrial and commercial body — leading 
perhaps in time to some closer relationship with the ICMA. 
Despite the generally disappointing pass rate in last 
December’s examinations, the list of prizewinners seems 
to afford some support for the policy of broadly-based 
recruitment; of nine prizewinners, one was a full-time 


student, three came from practising firms, three from public 


Established 1874 


APR-Jun 
IATL 


Telephone 01-836 0832 
dE 


pe AT 


APRIL 27th, 1972 
The Recognized Weekly Journal for the Accountancy Profession throughout the World 


DG) 


- 
re 
ps 3 
R 


corporations, and one each from a commercial company 


and a merchant bank. 

Members of the Association, possibly with the struggles 
of an’ earlier age well in mind, are prone to point to its 
percentages of examination failure and student wastage 


as evidence of a particularly exacting standard to be ` 


attained without any special facilities or privileges. Without 


disputing the sincerity of this view in the particular case, — s: 


we feel it to be, in general terms, an over-simplification. — 


Admittedly these percentages are sufficiently high, both in 
comparative and in absolute terms, to have caused suc- 
cessive Presidents a legitimate degree of concern, parti- 
cularly at a time when the Association is thinking in terms 


of a 30,000 qualified membership by 1981; this aim, as a ` 2 


matter of simple arithmetic, will not be attained at the 





present entry rate. If the aim is to produce good account- ` x 


ants and more of them, raising the entry standard and 


revising the examination syllabus, no matter how carefully, ` 


will not of themselves solve the problem; the formal K- ; 


training contract, whether in industry or in public practice, 
has something to offer in that an identifiable person is 
affixed with responsibility for monitoring the student’s 
progress. 

The Association has scored two notable ‘firsts’ in recent 
months, firstly in its recourse to television advertising (to 
redress, we are told, ‘an unacceptable measure of lack of 


awareness of the Association and its members, despite the ` 


substantial sums expended in the past on press advertising’) 
and more recently in its introduction of the ‘Certified 
Diploma in Finance and Accounting’. Though some mem- 
bers have been critical of the introduction of the TV 
‘commercial’ without prior reference to the membership, 
others may well agree with the President, Mr R. P. Crout, 
F.C.C.A., F.C.1.S., that much of the impact of this novelty 
would have been lost by premature disclosure. 

The presidential address of Mr Crout to this week’s 
annual general meeting of members, together with sub- 
stantial extracts from the report of the Council, are repro- 
duced on other pages of this issue. 
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Rolls-Royce Workers’ Shares 


SE DA Government has again reiterated its position that 
it would be impossible to devise any scheme for direct 
compensation of worker shareholders in the old Rolls- 
Royce company without unfairness to other shareholders 
and creditors of the company (The Accountant, February 
3rd). Replying to an adjournment debate opened by Mr 
E: ` Walter Johnson (Derby South, Lab.), Mr Cranley Onslow,’ 


e 


e ži 


~ Under-Secretary of State for Trade and Industry, em- 
= _ phasized that responsibility for the collapse rested with 


` the old company and not with the Government. 

ER The Government had not nationalized Rolls-Royce, 
EE, nor were they responsible for the appointment of the 
ST =- receiver. They stood in this affair as custodians of the tax- 
Bé payer’s money and the public interest, and a balance had 
to be struck between this and other considerations. 

Se (The basis of the scheme, inaugurated in 1955, was that 
BK workers were entitled to purchase at par a maximum of 


1,600 shares of ros each, ranking pari passu with ordinary 
= shares as regards dividends, voting rights, scrip and rights 
= issues. Between 1958 and 1970 the price of Rolls-Royce 

a d ordinary shares was above par, so that holders of workers’ 
_ shares bought before 1958 enjoyed an exceptionally 
- favourable return on their investment by comparison with 








E äere shareholders who had bought their holdings at 
SH market price. | 

Se Mr Onslow admitted in retrospect that ‘a major flaw’ 
De ` 
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of the scheme was that workers’ shares could be offered 
for sale only at par to the trustees of the scheme. Between 
January and November, 1970, whilst the market price of 
Rolls-Royce ordinary shares was below par, some 20 per 
cent of workers’ holdings were resold to the trustees, who 
in November 1970 decided, on legal advice, that they 
were unable to make further funds available for the pur- 
chase of these shares. The remaining worker shareholders 
were ‘locked in’ the scheme from that point. 

The basic defect, said Mr Onslow, was that the scheme 
required shares to be resold only to the trustees, without 
provision to ensure that the trustees would have funds 
available. Though this element would be looked at, he 
did not believe that it would be of service to worker share- 
holders to raise talse hopes. The Government had spared 
no effort in exploring all the possibilities open to them, 
and had reached their conclusion ‘only with very con- 
siderable reluctance’. 





Delays in 
Liquidation 


ASES of delay by liquidators are still a source of 
concern to the Professional Standards Committee of 
The Institute of Chartered Accountants in England and 
Wales. A recent statement from the Institute lists the 
commonest causes of complaint as ‘failure to call meetings 
promptly, default in filing periodic returns with the 
Registrar, neglect in providing information to interested 
parties . . . and omission to acknowledge receipt of claims’. 
Accountants who accept office as liquidators undertake 
serious and specific responsibilities. The Companies Acts 
1948-1967 require, inter alia, that — 
every claim be acknowledged, admitted, modified or rejected ; 
a committee of inspection meets at set intervals and also 


when required by a member of the committee or the 
liquidator ; 


a meeting of the company and, in the case of a creditors’ 
voluntary winding-up, a meeting of the creditors be held at 
the end of 12 months from the start of the liquidation and 
at the end of each subsequent period of 12 months; 


a final meeting of the company and, if necessary, of the credi- 
tors, be held to receive an account of the winding-up and to 
conduct certain other business; 


the liquidator’s statement of account and report on the 
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liquidation be filed with the registrar within 30 days of the 
ending of 12 months from the commencement of the liquida- 

` tion, with subsequent statements at half-yearly intervals, 
and a concluding report following the final meeting. 


Committal proceedings undertaken by the DTI against 
an accountant for non-compliance with an order to submit 
statements of affairs of a company in voluntary liquidation 
were discontinued in the High Court last month (The 
Accountant, March 16th) as an ‘exceptional’ act of leniency, 
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Informal Talks between the 
Association and the ICMA 


HE possibility of ‘closer relation- 

ships’ between The Association of 
Certified Accountants and The Insti- 
tute of Cost and Management Ac- 
countants (The Accountant, November 
18th, 1971), was officially confirmed 
earlier this week. Simultaneous re- 
leases from both bodies announced 
that their respective Presidents had 
been informally exploring the pros- 
pects for such a relationship since 
January. 

Both Presidents have alluded to the 
existence of fundamental problems, 
which require examination before 
either body could commit itself to 
formal negotiations. ‘That the possi- 
bility is being pursued at official level 
will, however, be regarded by many 
accountants as a hopeful sign. 

The full text of the Association’s 
announcement is as follows: 


‘Since January last, the Presidents 
of The Association of Certified Ac- 
countants and The Institute of Cost 
and Management Accountants have 
been discussing informally the possi- 
bility of some form of closer relation- 
ship between the Association and the 
Institute. The discussions have dis- 
closed certain fundamental problems 
which, in the opinion of the Council 
of the Association, require considerable 
further examination before a decision 
can be reached on the desirability of 
more formal discussions. 

‘Members will be kept informed if 
there are any significant developments.’ 


A statement in similar terms was 
issued by The Institute of Cost and 


Management Accountants as follows: 
“The Council of The Institute of 
Cost and Management Accountants 
recognizes that there is a body of 
opinion among members on the possi- 
bility of some form of closer relation- 
ship being established between the 
Institute and The Association of 
Certified Accountants. 

‘Informal talks have been taking 
place between the Presidents of the 
two bodies since January 1972. 

“There are a number of fundamental 
problems which are being examined by 
the ICMA Council before the desir- 
ability of formal discussions can be 
considered.’ 


Accountants and 
Solicitors 


F urea relationships between 
accountants and solicitors may be 
a matter of some delicacy, particularly 
where the sharing of accommodation 
and other administrative facilities is 
involved. This situation may arise, 
for instance, in a small town, where 
the accountant does not need to 
maintain a full-time office but finds 
it convenient to retain accommodation 
where interviews may be conducted 
from time to time. 

A recent statement by the Investi- 
gation Committee of The Institute of 
Chartered Accountants in England 
and Wales reminds members that there 
is no absolute prohibition on sharing 
accommodation and other adminis- 
trative facilities with solicitors; the 
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after he had apologized to the Court and undertaken to 
pay the costs of the proceedings. The Institute has further 
pointed out that complaints of delay by liquidators ‘are a 
regrettably frequent feature of cases dealt with by the 
Investigation and Disciplinary Committee’. 

The Institute asks us to direct the attention of its 
members to a course on liquidations and receiverships to 
be held at Chartered Accountants’ Hall on June 28th and 


committee has in fact given its 


approval for several such arrange- ` 


ments. It is important, however, that 
accountants availing themselves of 
such an arrangement should not 
operate, or appear to the public to be 
operating, on a joint basis with 
solicitors. 


Association’s New 


President 
R ALAN WALTER NELSON, 
F.C.C.A., BELL, was elected ` 


President of The Association of Certi- 


fied Accountants this week. He is 48 
years of age and was admitted to 
membership of the Association in 


1952. 





In 1955 he joined the firm of R. P. 
Opass, Billings and Harris as managing 
clerk and was subsequently admitted 
as a partner. At the same time he 
became a partner in the firm of 
Wilson and Honey, of Sidcup, Kent. 
Since that time the two firms have 
amalgamated, and Mr Nelson is now 
joint senior epartner in the amalga- 
mated firm of Opass, Billings, Wilson 
and Honey. 

Mr Nelson Jas taken an active part 
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in district society activities as President 
of the Bromley centre (now the 
Bromley District Society) and has 
served on the committee responsible 
for organizing the technical aspects of 
the students’ residential schools at 
Oxford. 

He has been a member of the 
Associations Taxation Committee 
since 1957 and became its chairman 
in 1964. He was largely responsible 
for preparing the Association’s book- 


-lets on the Finance Act 1965 and took 
= a leading part in the series of lectures 


organized to acquaint members with 
the corporation tax and capital gains 
tax legislation. He also played a part 
in the production of the booklet on 


= the taxation treatment of interest in 
~ 1969. Last year he was elected Vice- 
President of the Association. 


The new Vice-President is Mr 
T. O. W. Newman, F.c.c.A., director 
and secretary of Holland and Hannen 


= and Cubitts Ltd, who has been a mem- 


ber of the Association since 1932. 


- Questions in Parliament 


N estimate of the number of Civil 
Servants needed to administer the 
new value added tax, and the proposed 
unified income and surtax system with 
tax credits when they are introduced, 


Bet. is being demanded of the Parlia- 


mentary Secretary to the Civil Service, 
Mr Kenneth Baker, in the Commons 


next Wednesday. 


It is contained in a question by 
Mr Sydney Chapman (Con., Bir- 
mingham, Handsworth) who wants 
the figure compared with the number 


Lea gh needed to administer SET, purchase 


tax, income tax and surtax in mid- 


ua 1970. 


Tax Planning by 
| Computer 


N actual problem on post-cessation 

receipts was demonstrated last 
week by Mr S. Foundos, F.C.C.A., to be 
capable. of more than 67 million 
mathematically possible variations. 
Speaking at a joint meeting of the 
Central London Society of Certified 
Accountants and the British Computer 
Society, Mr Foundos succeeded in 
reducing this figure to 252 ‘logical and 
legal possibilities unambiguously iden- 
tifiable’. 


Examination of these 252 possibili- 
Es 
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ties revealed a hidden injustice in the 
post-cessation anti-avoidance legisla- 
tion, as well as a taxpayer’s remedy to 
counteract the disadvantage. To pro- 
tect their clients’ interests, practi- 
tioners were recommended to make 
specific provision for all outstanding 
debts at cessation — a course which, 
it was suggested, would face the Inland 
Revenue with the alternatives of 
seeking an amendment of the law or 
the accumulation of substantial arrears. 

Also shown at this meeting was a 
print-out of a tax law cencordance 
program developed by BCS under the 
direction of Dr Bryan Niblett, M.sc. 
A monograph by Mr Founcos, Cyber- 
netics and Tax Law, is available from 
The Association of Certified Account- 
ants, 22 Bedford Square, London 
WC, price {1°50. 


ICMA Appoints New 
Finance Officer 


HE Institute of Cost and Manage- 

ment Accountants has appointed 
Mr Raymond E. Dupont, B.COM., 
F.C.A., as finance officer te succeed 
Mr Bernard George when he retires 
on July roth, after 23 years’ service. 





Mr Dupont, who is 44, joins the 
Institute staff from the Collingwood 
Group Ltd, where he is secretary and 
chief accountant. His busimess ex- 
perience spans a varied H years 
following his graduation from Leeds 
University. He qualified as an in- 
corporated accountant in 1954, after 
three years with a firm of chartered 
accountants, and then became assist- 
ant to the financial director, Crookes 
Laboratories Ltd. Two years later, 
he joined Kelsey Industries Ltd as 
assistant accountant. 

Then came six years as comptroller 
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and company secretary of General 
Steel Wares (UK) Ltd, where he was 
a member of the top management 
team. Next, to widen his experience, 
he joined an advertising agency as 
financial and administration manager 
before going back into industry with 
the Collingwood Group. Meanwhile, 
he had found time to take an HNC 
in business studies (advertising and 
marketing). 

Mr Dupont is married, with two 
sons and two daughters, and lives at 


Northwood, Middlesex. 


Assessment of 
Directors’ Fees 
MOLUMENTS of directors are 


normally assessable under 
Schedule E. The allied accountancy 
bodies have, however, been advised 
that the Inland Revenue will not 
object to the inclusion of fees in 
respect of directorships held by mem- 
bers of a professional partnership in 
the partnership Schedule D assess- 
ment, provided that the following 
conditions are observed: 

(i) that the directorship is a normal 
incident of the profession and of 
the particular practice concerned; 

(ii) that the fees form only a small part 
of the total profits; and 

(iii) that under the partnership agree- 
ment the fees are pooled. for 
division amongst the partners. 


The Inspector of Taxes will normally 
ask for a written undertaking that 
such fees will be included in the gross 
income or receipts of the basis period, 
whether or not the directorship is 
still held in the year of assessment, 
and whether or not the individual 
concerned is still a partner. 


Auditors Beware! 


OME powerful disincentives to 
audit complacency have recently 
been administered by Mr P. W. 
Lawrence, A.I.M.T.A., chief internal 
auditor of Wiltshire County Council. 
Writing in Local Government Finance, 
the monthly journal of The Institute 
of Municipal Treasurers and Account- 
ants, he instances several cases of fraud 
which, although perhaps not original 
in their conception, still cost their 
victims material sums of money. 
Thus, for instance, he highlights a 
case in which a close scrutiny of pay- 
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NatWest wouldliketo ` ` 
change your mind about factoring. 


Too many people have still got the wrongideaabout give a 100% guarantee against bad debts. Offer, ina word, 
factoring: a survey commissioned by our subsidiary, service. Credit Factoring Ltd operate this way. And, as 
Credit Factoring Ltd; proves the point. the table below shows, it’s the service aspect that people 

To set matters straight, we’d like to stress that, inour who use factoring find most important. It also shows that 
view, factoring is more—much more—than a way of the more you know about factoring, the better you like it. 
releasing money. Factoring must relieve the client of An elegant demonstration of the difference between 
all sales accounting, provide credit management and ignorance and bliss. 





he Pros and Cons of factoring, as seen by users and non-users. 


GENEE ee Ge 


You have fluid money to spend." 


"I suppose if you had no liquid | 
assets you would have to factor." 


"One of our suppliers uses factoring. 

! It didn't imply to me that they were 
in financial difficulties. It was 
just to their convenience," 


| 


"Factoring is a greater thing in 
export than in home selling because 
the complications in exporting." 


Ge 


"Factoring is far toc expensive. 
There is nothing to stop any self- 
respecting person going to the bank.” 
*Factoring is additional expense to 
the firm. No extra income is 
gained by using one." 


"We do not insure bad debts. We 
just make sure we do not have any," 


"Factoring is bad for your image 
with the larger businesses," 


"We might have to create 
redundancies." 


"You would lose your image, lose 
your customers; they get a more 
fentle treatment from our own staff," 


The British Market Research Bureau Ltd, who 
conducted the survey, found that users of Credit 


Factoring Ltd were pleased with the service. 

Any National Westminster bank manager will be 
delighted to point the moral for you. Or, if you 
prefer, please write or telephone Christopher Blower 
of Credit Factoring at: Smith House, P.O. Box 50, 
Feltham, Middlesex. Telephone 01-890 1390. 





< Credit Factorin 


A member of the National Westminster Bank Group 


Foreign Branches in: Benelux, Canada, Denmark, Finland, France, 
Italy, Republic of Ireland, Sweden, Switzerland, U.S.A. and West Germany. 
Local Agents in all other principal world markets. 





"I do not think the cost is much more 
and you gain in terms of service." 
"de expand by over 33% a year and 
factoring is for us." 
“If you quadruple your business you 
can carry it un without going for 
dutside capital." 
"We are an expanding firm and Credit 
Factoring gives us a 100% guarantee 
against bad debts." 
"Factoring is good for the image. 
Customers feel you must be of some 
strength for them to take you on." 
"We have not had. any redundancies - 
we have just run down our staff 
through normal wastage." 
"Credit Factoring would not do 
anything to upset the relationship 
between us ard our customers." 
"We employ a credit factor for our 
export trade, which works exceedingly 
well. It is an advantage for the cus- 
tomers to pay in their own currency." 
"It is nice to know that the money 
will be in by a certain date. With 
the old system we had no idea when to 
expect payment." 
"The advantages are: regular cash 
flow, no bad debts, you know how much 
it is going to cost, and most impor- 
tantly, if we didn't factor we would 
have to attract quick payment by 
fferine dis ota," “< 
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good year 
eral shareholders 
cyholders- 





increased dividend, a scrip issue 
and record bonuses. 


Here are 5 highlights of the 
Chairman — Viscount Harcourt’s 
statement: 


Increased dividend 

the total distribution for 1971 is 10.5p 
per share—{£6.3 million—an increase of 
14.75% on last year. 


Scrip issue 

one new 5p share will be issued for each 

sp share held at the close of business on 
24th April 1972 by capitalising £3 million. 


Record bonuses 

a total of £39.8 million is allocated to 
all classes of ‘with profit’ policyholders 
compared with £18 million in 1970. 


Capital appreciation 

£34 million of the capital appreciation 
in the long term funds is allocated to 
shareholders and policyholders. 


Premium income— U.K. 
ordinary life premium income is up 25 % on 
last year, and general business is up 45 %. 





During 1971 Legal & General 
has continued to expand ordinary 
life and general business in the 
U.K. This expansion can be seen 
in the figures quoted above. 
Pensions business still remains a 


successful year with every pros- 
pect that 1972 will produce even 
more rapid growth. 

The new unit trust, Legal & 
General-Tyndall Fund and a 
new company, Legal & General 


(Unit Assurance), formed to 
underwrite the life assurance ele- 
ment of the ‘Stockbuilder’ Plan, 
both made a promising start in 
their first year of operations. 

The Society faces the future 


very large proportion of our total 
business. 

As the leading pensions office 
in the U.K., Legal & General 
welcomes the Government’s 
declared aim in the White Paper 
‘Strategy for Pensions’ but seeks 
an alternative ‘recognition test’ for 
exemption from the State reserve 
scheme. 

New pensions contracts have 
been well received by the market 
and our Earnings-Related Pension 
Plan is in exactly the right form for 
the employer who wishes to apply 
for his scheme to be recognised. 

Our subsidiary company Legal 
& General Assurance (Pensions 
Management) which runs the new 
managed fund contract has had a 

KH 





Legal & General's 
financial strength 


Se, 


£1,200m 





policyholders and 
investors 





with great confidence. The 
planned expansion of general and 
ordinary life business, the success 
of our new pensions contracts and 
the improving climate which we 
expect for developing our 
pensions business, all point to a 
successful future. 

Legal & General’s prime 
objective is profitable growth. 


Legal & 
General 


Copies of the Report and Accounts for 1971 may 
be obtained from the Secretary, Legal and General 
Assurance Society Limited, Temple Court, 

11, Queen Victoria Street, London, EC4N 4TP. 


worth of 
investment 


experience 
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ments to contractors on a day-work 
basis revealed that claims for hours 
worked had been inflated; the sum 
overpaid to this particular contractor 
was eventually established as over 
£10,000. Coin locks and automatic 
machines, it seems, are not proof 
against manipulation; one such fraud 
was disclosed by an auditor who 
intelligently contrasted the declining 
recorded takings of a coin-operated 
launderette with rising charges for 
consumption of soap and electricity. 
In another instance, a machine- had 
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been illicitly rewired to permit its 
operation without inserting coins. 

According to Mr Lawrence, the 
dangers of high-pressure selling of 
office stationery, particularly carbon 
paper, are still promiņent although 
well-publicised in the past [for in- 
stance, The Accountant, May 2ıst, 
1970]. He also comments on the 
emergence of similar problems more or 
less simultaneously in several different 
areas, whether by coincidence or by 
operation of some form of ‘bush 
telegraph’. 





Developments in 


Computer Auditing 


VEN in these days of course- 

consciousness, participants are 
often left in the air aftér an ‘intro- 
ductory’ course or conference with the 
thought ‘where do we go from here?’. 
There is thus a necessity for follow-up 
tutelage and practical demonstration. 
One example of a good up-dating 
course was provided recently by the 
London and District Society of Char- 
tered Accountants on ‘Developments 
in computing auditing’ at the Great 
Western Royal Hotel, London. 

Under the working chairmanship of 
‘Mr Brian Jenkins, M.A., A.C.A., who 
spoke on ‘Procedural auditing, with 
particular reference to test-packs’, an 
audience of internal and external 
auditors listened attentively to a 
competent team of speakers expound- 
ing on a well-balanced programme of 
topics. Mr R. A. Shervington, M.1.M.c., 
of Price, Waterhouse & Co, at the 
commencement of the course ensured 
that everyone present was acquainted 
with computer hardware develop- 
ments by reviewing input techniques, 
direct keying, magnetic ink and optical 
character recognition (MICR and 
OCR), use of terminals for data 
communications, mass storage, multi- 
programming and output techniques. 

With the need to use increasingly 
expensive equipment efficiently and 
the everlasting call for greater flexi- 
bility in computer capabilities, con- 
ventional techniques of systems design 
and implementation have frequently 
necessitated the development of greatly 
more complex systems; these were 


surveyed by Mr A. R. K. Hardcastle, 
F.C.A., of Computer Antlysts & Pro- 
grammers, under the headings of 
file design and organization, program- 
ming and testing. A comparatively 
new term ‘middleware’ was intro- 
duced because, as some systems had 
become ‘uniquely complex,’ standard 
operating systems required enhance- 
ment or modification; the programs 
that effected this were called ‘middle- 
ware’ because they came between the 
operating system and the application 
programs. 

Mr I. D. Watson, C.A., of Peat, 
Marwick, Mitchell & Co, gave his 
audience no opportunity for post- 
prandial torpor as he plied them with 
questions on the compilation of a 
practicable product file when con- 
sidering ‘depot stock control and 
purchasing’. In answer to a ques- 
tioner Mr Watson admitted that an 
ideal situation was to examine all the 
records rather than rely on samples, 
but this was impracticable in most 
cases and therefore the audit had to 
be “by exception’. 

Speaking on ‘Computer audit pack- 
ages’, Mr A. Oakley, B.COM., A.C.A., 
of Whinney, Murray & Co, observed 
that specially written computer pro- 
grams were not being widely used by 
auditors because of practical diffi- 
culties. Such audit programs had to be 
specified, written, and tested in the 
same way as any other computer 
program, and this had often been 
proved to be technically or econo- 
mically beyond the typical auditor. 
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New Zealand Institute 
Wound Up 


VIe of the Incorporated 
Institute of Accountants of New 
Zealand have voted to wind up the 
Institute and transfer its funds to the 
New Zealand Society of Accountants. 
This decision brings to an end the 
separate existence of an Institute 
which has had a profound effect on 
the development of the accounting 
profession in New Zealand. 

Formed in 1894, the Institute, in 
conjunction with the Accountants and 
Auditors Association, secured govern- 
ment recognition of the profession in 
New Zealand through the passing of 
an Act in 1908 which constituted the 
New Zealand Society of Accountants. 
The Institute, however, 
in existence and in 1924 resolved to 
petition for a Royal Charter, though 
the Council of the Society decided 
against such a course. Its unsuccessful 
endeavours to that end form an im- 
portant part of the history of the 
profession in New Zealand. 


Following the winding-up of the ` 


Institute, the New Zealand Society of 
Accountants will administer the annual 


award previously controlled by the ` 
Institute for the best set of accounts ` 


presented by a New Zealand company. 
The Society will also administer a 
travelling scholarship introduced by 


the Institute immediately after the ` 


Second World War. 


IMTA May Apply 


EMBERS of The Institute of 
Municipal Treasurers and Ac- 
countants are now eligible to apply for 
professional accountancy posts within 
the Civil Service, following representa- 
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tions recently made on behalf of the 


IMTA. 

A survey of the use of accountants 
within the Civil Service is at present 
being conducted by Sir Anthony 
Burney, opp, B.A., F.C.A., and Sir 
Ronald Melville, K.C.B. (The Account- 
ant, October 14th, 1971). The latest 
announcement follows a similar recog- 
nition, earlier this year, of The 
Institute of Cost and Management 
Accountants, so that these appoint- 
ments are now open to members of all 
recognized bodies of accountants with- 
in the United Kingdom. 
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Revision of AICPA 


Ethical Code 


ETHICAL codes, according to 
Mr Thomas G. Higgins, C.P.A., 
gold medallist of the American In- 


stitute of Certified Public Account- 
ants, have the appearance of a long 


series of ‘do nots’, all presented with 
an air of “Thus saith the Lord’. Such 


codes are ‘completely out of keeping 


with present-day modes of thought 
and behaviour, with their emphasis on 


_ positive values’. 


Bearing in mind that the CPA 
needs, as the basis ethical statement 
of his profession, ‘something that will 
encourage and aid him in developing 
a sense of mission’ rather than a 
catalogue of what he must not do, a 
special committee of the AICPA, with 
Mr Higgins as one of its members, has 
recently completed a full-scale re- 
vision of the code. In a programme of 
work extending over the past four years 


- members of the committee have held 
_ ‘countless’ meetings, and have done a 


substantial amount of research on the 
ethical codes of other professions. 
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Copies of the revised code are being 
sent to all members of the AICPA 
for comment. Subject to endorsement 
by the Institute’s Council at its forth- 
coming meeting on May rst to 3rd, 
it will be discussed at the annual 
meeting of members in Denver next 
autumn, and will thereafter be sub- 
mitted to postal ballot. 


Ideal Features of VAT 


ALUE added tax went some way 
towards meeting Adam Smith’s 
ideal ‘canons of taxation’ — certainty, 
convenience, and economy in col- 
lection — according to Dr J. M. S. 
Risk, B.COM., PH.D., C.A., F.C.M.A., 
J.DIP.M.A., President of The Institute 
of Cost and Management Aceountants. 
Speaking to members of the North 
Lancashire Branch of the Institute in 
Blackpool recently, the President said : 
‘Tt is reasonably certain — a straight 

10 per cent. The proposed quarterly 
periods for payment are not incon- 
venient. The cost of collection, in 
relation to total yield, probably will 
not be excessive, though extra work will 





SET find a prospectus of a public 
company which specifically states 
at the outset that ‘No application is 
intended to be made to any Stock 
Exchange for permission to deal in or 
quotation for any of the shares now 
being issued’ is, we would think, a 
comparative rarity in present times — 
as is also an issue of shares for the 


= purpose of finamcing the acquisition 


and operation of a steam railway. 
Severn Valley Railway (Holdings) Ltd 
is currently inviting applications for 
58,000 shares of {1 each at par, in 
multiples of £5 and with a maximum 
individual application of £ 5,000. 
Severn Valley Railway Co Ltd (by 
guarantee) has for the past two years 
operated a scheduled service with 
preserved steam locomotives over a 
distance of approximately five miles 
between Bridgnorth and Hampton 
Loade, and has secured an option 
from British Rail for the purchase of a 
further rr miles serving Highley, 
Arley, Northwood, and Foley Park 


(Kidderminster). Gross revenue from 
b= 


Severn Valley Railway 


railway operations in 1971 # quoted 
(on the basis of audited accounts 
not yet adopted by members in general 
meeting) as £47,818, yielding a profit 
of £3,701 before taxation. 

The subscription lists were opened 
on April 12th and will close not later 
than 3 p.m. on Monday, May 22nd; 
the directors reserve the right to close 
the lists in the event of aver-sub- 
scription and to decline multiple 
applications. Copies of the prospectus 
are available from the company’s 
stations at Bridgnorth (Salep) and 
Bewdley (Worcestershire); also from 
the company’s solicitors, Messrs Wynn 
Gibson Dunn & Co, 125 Edmund 
Street, Birmingham, from Midland 
Bank Ltd, Bewdley, or Lloyds Bank 
Ltd, Temple Row, Birmingham. 

Two members of the beard of 
Severn Valley Railway (Holdings) Ltd, 
Viscount Garnock and Mr W. B. 
Broadbent, are also directors of the 
Festiniog Railway Co, whose accounts 
were the subject of an article in 
The Accountant for February 3rd. 
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be caused in a great number of busi- 
nesses. 

‘In other respects, the new tax. 
proposal has considerable merits. It 
is broadly based, so that every one will 
contribute in one way or another, day 
by day. It tends to be more neutral 
than purchase tax. What is of supreme 
importance is that it will provide a 
massive source of revenue from indirect 
taxation, so that in time it may either 
enable direct taxation to be reduced or 
at least to be contained at present levels.’ 


Dr Risk was proposing “The pros- 
perity of North Lancashire’ at the 
annual dinner of the Branch. 


Association’s Education 
Officer in TV Programme 


A MEMBER of the Secretariat 
of The Association of Certified 
Accountants, Miss Jessica Cloudesley, 
B.A., will .be appearing on BBC 
television this autumn in an educa- 
tional programme which sets out to 
teach Italian. The title of the series 
is ‘Avventura’ and it will run from 
the autumn until next spring. 

Miss Cloudesley, who is one of the 
Education Officers of the Association, 
was engaged to take part because 
her Italian is not only fluent but also 
pure in sound. In view of Britain’s 
imminent entry into the Common 
Market and the growing feeling that 
the knowledge of at least one of its 
languages would be extremely useful 
for accountants, it is a happy coincid- 
ence that an Education Officer of the 
Association should take part in this 
particular IV series. 
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City University’s 
New Programme 
OLLOWING the development 


since 1967 of its successful master’s 
degree course in business administra- 
tion, the Graduate Business Centre of 
the City University last autumn de- 
cided to consider the development of a 
post-experience programme. A major 
part of this effort is to be developed 
in the City’s interest, and encourage- 
ment has been given in this aim by a 
number of major institutions, includ- 
ing the Bank of England. 

The programme, it has been an- 
nounced, is to be developed in three 
main areas: first to develop the GBC 
into a focal point for the reciprocal 
involvement of City and Continental 
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financial interests; secondly, to run 
short courses for able younger men in 
the City on specific subjects; and 
thirdly, to provide other courses and 
seminars for which there is a clear 
demand. ; 

Among the courses, proposed for 
the remainder of 1972 will be a five- 
day course for young continentals on 
‘The City of London as a world 
financial centre’, jointly with the 
Financial Times; a five-day seminar 
for Continental money managers on 
‘The financial resources of the City’; 
and a course for practising lawyers on 
‘An introduction to French business 
law’. Full details of these and other 
courses are available from Mr John 
Bell at Gresham College, Basinghall 
Street, London EC2. 


Twenty Years of 
Take-overs 


Es to the continually fluid state 
of the subject-matter, certain ref- 
erences in the article “Twenty Years 
of Take-overs’ in The Accountant 
for April 20th were overtaken by 
subsequent events between prepara- 
tion of the article and its publication. 

A third bidder, Ocean Steam Ship, 
has entered the battle for William 
Cory, with a bid worth {£53 million, 
against £55 million jointly bid by 
Jessel Securities and Court Line. 
Debenhams, who rejected the initial 
£114 million offer from United 
Drapery Stores, have also refused an 
improved offer of £132 million. 

The Hanson Trust bid for Richard 


Costain has been withdrawn. 








THIS IS MY LIFE 


Comme il Faut 


by An Industrious Accountant 


L youngest of our Saturday morning coffee group 
had been sitting silently with brooding brow through- 


-out our leisurely exchange of news and views. Probed at 


length for the reason, he reluctantly confessed, cleansing 
the stuffed bosom of that perilous stuff that weighs upon 
the heart. He had, he revealed, a problem. 


‘Snap’, said our younger auditor urbanely, while the rest 
of us made encouraging noises, based on friendly concern 
and keen curiosity in equal parts. After all, if our experi- 
ence was to teach him, we might as well enjoy the task. 


His worry was not such as to set the Thames alight, 
it transpired. His boss had kindly entertained him and his 
wife to a superb dinner at the said boss’s own private 
mansion, a function bristling with industrial tycoons of 
benevolent mien, since when our friend’s wife had known 
no peace. She woke him regularly in the small hours, he 
admitted gloomily, to urge a return bout. What should he 
do? A social gaffe at this critical stage could ruin his career! 


Our elder auditor, rather vexed that his sympathy had 
been roused in so trivial an imbroglio, said bluntly to do 
nothing. The lord of the manor had bestowed a favour 
on his henchman; simple gratitude, evidenced whenever 
feasible by spontaneous demonstrations of ardent loyalty, 
would suffice in return. 


Our inquirer seemed unconvinced. His wife had been 
impressed, of course, by colour-supplement advertising, 
stressing the promotion-oriented benefits arising from 


browsing and sluicing, as P. G. Wodehouse phrased it, 
with the boss; besides, young couples in TV series were 
always doing it successfully. His wife, he said with sudden 
perkiness, was a jolly good cook, pretty nearly Cordon Bleu 
level if only four were dining, and he’d do his stuff regard- 
less with the vintage bottles. 


Personally, I counselled caution. Different age, affluence, 
and organizational levels must be set off against good 
intentions, cuisine and charm. His gay quips that were wont 
to set his contemporaries’ tables in a roar, his limerick 
about the bishop, for instance, or the tale of the erring 
cabinet minister, mightn’t go down so well. His chief’s 
wife, like Queen Victoria, might not be amused. 


Our younger auditor pooh-poohed these gloomy fore- 
bodings. The old boy’s all right, he said; and if the female 
of the species seems deadly, get your daughter to give her 
a bouquet from the garden with the pre-dinner Bloody 
Mary. That'll do the trick, not to worry. 


His elder interrupted with the caustic comment that the 
decline in our profession’s status wasn’t surprising, seeing 
that some members were rushing rashly into recommenda- 
tions before assembling the basic data. What factual 
personal experiences could we table for analysis? The 
meagre response pointed a moral. 


Of course, Sam. Pepys had the last word, after his patron 
rebuked him in 1664: 


‘In discourse with my wife, thought upon inviting my 
Lord Sandwich to dinner shortly. It will cost me at least 
ten or twelve pounds; but however some arguments of 
prudence I have, which I shall think upon again before I 
proceed to that expense ... I am resolved to forbear my 
laying out my money upon a dinner, till I see my Lord 
in a better posture, and by grave and humble, though 
high, deportment, to make him think I do not want him, 
and that will make him the readier to admit me to his 


friendship again.’ 
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London Chartered Accountants’ Conference at Kenilworth 


IX minutes’ jog-trot from Kenilworth 

Castle in the beautiful county of 
Warwickshire, the London and District 
Society of Chartered Accountants held 
a residential conference last week on 
‘Auditing problems’ at a hotel with the 
historic name of de Montfort. The venue 
was just the place where those engaged 
in auditing could retire amid pleasant 
surroundings to think over and discuss 
with colleagues the problems that con- 
front them in day-to-day practice. 

Discussion groups were intentionally 
arranged to consist of but eight members 
so as to facilitate everyone’s participation 
in the interchange of personal experiences, 
and talk ever issues raised during lectures. 
The conference chairman was Mr 
Kenneth Sherwood, F.c.A., a partner 
in the firm of Chalmers, Impey & Co, 
and a member of the Accounts and 
Audit Programme Subcommittee of the 
Society, who, after welcoming all present, 
introduced Mr David Richards, F.c.A., a 
partner in Harmood Banner & Co, and 
a member of the Institute’s Council. 

Mr Richards: brief was twofold: 
first, to give an opening address, and 
secondly, to speak at length on ‘State- 
ments of standard accounting practice’. 
He therefore called on himself to deliver 
the first paper. 


Definition 
At the outset of his talk, Mr Richards 
made the position of the Accounting 
Standards Steering Committee quite 
clear; it was, he stressed, essentially a 
committee of the Institute, but it did 
hold plenary sessions with representatives 
of other bodies, not only from the ac- 
countancy profession in all its aspects, 
but also from such organizations as the 
Confederation of British Industry. The 
result was the issues of exposure drafts 
to members and the professional press. 
Speaking to an audience whose mem- 
bers might have been tempted to relax 
after suffering tiresome journeys on the 
Mi motorway (despite the labour troubles 
of British Railways, those who went by 
rail were better off than those who went 
by road) he dispelled soporific tendencies 
by asking various questions*on the topic 
of extraordinary and prior year items 
appearing in companies’ annual financial 
accounts. Having obtained satisfactory 


- - 


replies, he spoke at length on associated 
companies as distinct from subsidiaries, 
the disclosure of accounting policies, 
earnings per share, the Institute’s ex- 
posure drafts that were in issue, and the 
position of the Institute and its members 
regarding the application of standards 
and justifiable departures therefrom. 


The next speaker dealt with those 
difficulties experienced by so many 
auditors of group accounts; in an address 
entitled “The problems of an auditor 
of a group company, Mr Alan Hardcastle, 
F.C.A., partner in Peat, Marwick, Mitchell 
& Co, and member of the [nstitute’s 
Parliamentary and Law Committee, high- 
lighted the establishment of good per- 
sonal relationships between auditors of 
parent companies and those of their 
subsidiaries, and the directors of all 
companies in the group. This mini- 
mized heated exchanges of letters, and 
encouraged tactful approaches and care- 
ful thought before ventilating any ob- 
servation or asking for information that 
might be misconstrued as being 
criticism. 

Mr Hardcastle pointed out that some 
benefit could accrue from a knowledge 
of the law and practice of auditing in other 
countries; for example, the Statements 


of Auditing Procedure by the American 
Institute of Certified Public Accountants. 
These indicated a division of responsi- 
bility between primary auditors and 
those of subsidiary companies. A similar 
position existed in Germany, except 
that primary auditors had a right of 
access to records of subsidiaries. In 
Canada and in Holland, primary auditors 
took full responsibility for group ac- 
counts and had a similar right of access, 
but — although primary auditors in the 
United Kingdom took full responsibility 
for group accounts — they had no such 
right of access. Mr Hardcastle pleaded 
for better -relationships between all 
parties concerned in the management of 
UK parent and subsidiary companies, to 
ensure a free flow of information. 


Provisions and liabilities 


‘The audit and ascertainment of pro- 
visions and liabilities’ was the brief of 
Mr David Tillett, F.c.a., of Binder, 
Hamlyn & Co. He brightened up the 
proceedings by projecting some amusing 
slides which varied from cartoons of 
painstaking accountants to the classical 


allegory - of Difficultas  quantificando. 


neminem excusat quantificare. He enumer- 
ated five cardinal rules for dealing with 





An auditing problem is solved by Mr John Whinney, F.C.A., speaker, /eft, at the request of 


Mr David Mitchell, F.C.A. 
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A group leader, Mr J. C. Hunter, M. A., F. C. x left, speaking to one 5 of his group, Mr H. C. E. 


Maynard, B.Sc.(Eng.), A.C.A. 


the “left-hand side of a balance sheet', 

namely: 

(i) allliabilities which exist at the balance 
sheet date must be shown; 

(ii) provision should be made for all 
future losses resulting from events 
prior to that date; 

(iii) contingent liabilities other than those 
arising in the ordinary course of the 
company’s business should be shown 
by way of note; 

(iv) liabilities or contingencies must be 
quantified; and 

(v) the effect of post-balance sheet events 
shotild be disclosed if they were 
‘material to the year under review. 

Mr Tillett then reviewed ‘liabilities 
in the books’ such as capital, mortgages 
and trade creditors (with particular 
reference to terms and conditions of 
loans) and ‘liabilities not in the books’. 
The latter was typified on the screen by 
a cartoon of an accountant sitting at a 
completely bare table — no books, no 
documents. Not only did Mr Tillett 
refer to the examination of creditors’ 
statements, the obtaining of direct con- 
firmations from suppliers, inspection of 
minute books, management accounts and 
direct inquiries of banks and other 
lenders, but he also went through a most 
comprehensive check-list of provisions 
and liabilities. 


Conflict of interests 
As a contrast from discussing the com- 


mitments of a company, Mr Colin 
Brown, F.C.A., partner in Price, 
Waterhouse & Co, introduced the 
awkward subject of ‘Directors’ other 


interests — the auditor’s problems’. He 
gave various illustrations of much- 
publicized examples and circulated to 


those present the legislation and regu- 
lations appertaining to the topic. In this 
respect section 199, Companies Act 1948, 
and section 16 (1) (c) of the 1967 Act 
were among those quoted, as they deal 
with disclosures by directors of interests 
in contracts; and also the London Stock 
Exchange Notice dated August rgth, 
1971, which concerned transactions in- 
volving directors’ interests. 

Mr Brown recommended a policy of 
control in dealing with conflicts of 
interest, which must include critical 
examination of accounts (where a director 
has a shareholding in a subsidiary com- 
pany and guarantees its overdraft); 
inquiry into abnormal trading contracts 
and unusually favourable terms given 


541 
to suppliers or customers; and also 
inquiry into any apparently surplus 


personnel on the payroll, who may be 
employed primarily on maintenance of 
directors’ property or for other non- 
company reasons. The location and 
proper verification of assets, bearing in 
mind directors’ interests, might seem an 
obvious operation, but it was neverthe- 
less important. 

Mr Bernard Wheeler, F.c.A., held his 
audience’s attention by his witticisms 
and humorous allusions; but everyone 
present could not fail to have perceived 
his underlying serious warning that the 
chance of claims against practitioners 
was all too real, and that it was extremely 
unwise to think that ‘It can’t happen to 
me’. He referred in his paper entitled 
‘Causes célèbres’ to four important over- 
seas cases concerning two American 
companies, a Canadian company and an 
Australian company. They were respect- 
ively: Bar-Chris Construction Corpora- 
tion, the Continental Vending Machine 
Corporation, Atlantic Acceptance Cor- 
poration (The Accountant, December 
roth, 1970) and Pacific Acceptance 
Corporation (The Accountant, June toth, 
1971). 

Prior to commencement of the con- 
ference all participants were given twelve 
auditing problems (taken from actual 
cases) which they were expected to 
discuss in their discussion groups. The 
final session immediately preceding the 
open forum was a plenary session con- 
ducted by Mr John Whinney, F.c.a., of 
Whinney, Murray & Co, who asked 
the audience ‘Would you qualify, and how? 
- Did you qualify, and why? Their 
varied answers were most interesting to 
hear! 





Mr Bernard Wheeler, F.C.A., a speaker, second from /eft, with members of the course on the 


way to a lecture session. 
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HE new Finance Bill contains three clauses and a" 


schedule, covering in all no less than ten pages, dealing 
solely with the taxability under Schedule E of benefits 
under share option and share incentive schemes. In some 
respects the new legislation brings relief from tax; in 
others the taxpayer’s lot is worsened. 


Historical perspective 


Clauses 73 to 75 and Schedule 12 to the Bill can be under- 
stood only in the light of the existing legal position which 
has evolved over the years. It begins effectively with the 
affairs of Mr Harry Salmon, a managing director of J. 


_ Lyons & Co Ltd, in the twenties of this century. From 


time to time, m consideration of the work done by Mr 
Salmon, the company permitted him to take up new shares 


`. 10 the company at par when their market value was much 
fee) higher. 
E The House of Lords sustained assessments on Mr 


a 


Salmon in respect of the excess of the market value over 
the cost to him of the shares (Salmon v. Weight (1935) 
14 ATC 47). This principle was applied in Ede v. Wilson & 
Cornwall ((1945) 24 ATC 116), notwithstanding that the 
directors were subject to the condition that the shares 
must not be sold without the consent of the board of the 
company; this was a matter going merely to value. The 
principle was further applied by Roxburgh, J., in Bentley v. 


_ Evans ((1959) 38 ATC 108), who there held that a per- 


quisite arose to the taxpayer on the day that he accepted 
an offer of shares by the parent company at a price 15 per 
cent below the then market value, and not on a subsequent 
day when he actually received the shares. 

In Bentley v. Evans, the shares were not to be issued 
until paid for, and the Inland Revenue attempted to assess 
the taxpayer on the excess of market value as at the date 
that the shares were paid for. Similarly, in Abbott v. 
Philbin ((1960) 39 ATC 221), the Revenue tried to assess 
the taxpayer on the excess of the value of shares over the 
price paid for them at the time when the taxpayer exer- 
cised an option to buy those shares at a fixed price. The 
House of Lords, upholding Roxburgh, J., held that the 
perquisite arose when the taxpayer at an earlier date 
acquired the option, which at that time, was worth very 
little. It was held that any subsequent accretion in the 
value of the shares was a capital accretion and therefore 
not chargeable to income tax. 

Consequent on Abbott v. Philbin, section 25 of the 
Finance Act 1966 was passed and now appears as section 
186 of the Taxes Act 1970. Subsection (1) adopts the view 
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of the law put forward by the Inland Revenue in Abbott v. 
Philbin in relation to options to acquire shares. It provides 
that where a person realizes a gain by the exercise (or 
assignment or release) of a right to acquire shares, and he 
obtained that right as a director or employee of a body 
corporate, he is to be charged for tax under Schedue E 
on the gain, as computed under the section. 

Subsection (2) directs that where tax may be chargeable 
by virtue of subsection (1), tax is not also to be chargeable 
under any other provision in respect of the receipt of the 
right. It follows that when the option etc., is acquired for 
less than its market value, no tax is payable. 


Protection against abuse 


The Government has evidently decided that subsection 
(2) is open to abuse through the owner of the option or 
other right deferring the exercise of it over a long period. 
Clause 73 (1) provides that where the right is capable of 
being exercised later than seven years after it is obtained, 
then section 186 (2) shall not prevent the charging of tax 
under any other provisions of the Tax Acts in respect of 
the receipt of the right. In other words, the law as stated 
in Abbott v. Philbin is restored to that extent. 

This change is confined to rights obtained after April 
roth, 1972, being the date of the publication of the Finance 
Bill. Moreover, where tax is charged as a result of clause 
73 (1), it is to be set off against any tax charged under 
section 186 (1) by reference to the gain realized by the 
exercise, assignment or release of the right. For the pur- 
poses of charge under clause 73 (1) the value of the right 
is to be taken to be not less than the market value (at the 
time the right is obtained) of (i) shares which may be 
acquired by the exercise of the right; or (ii) shares for which 
the shares at (1) may be exchanged. 

For this purpose, ‘market value’ is defined in Schedule 
12, Part VII, paragraph 6 of the Bill, and has the same 
meaning as for capital gains tax by virtue of section 44 of 
the Finance Act 1965. In clause 73 (1) —as in clauses 74 
and 75 — ‘shares’ include stock and also securities, as 
defined im section 237 (5) of the Taxes Act 1970. An 
‘interest in shares’ includes an interest in the proceeds of 
the sale of part of the shares. 

Having extended the scope of taxation on the grant of 
options etc., to acquire shares, by restricting section 186 
(2), the Bill then goes on by clause 74 to cut down the 
charge to tax under section 186 (1) in the case of share 
option schemes which have been approved by the Inland 
Revenue. Clause 74 and Schedule 12 lay down rules as to 
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such approval, which are reminiscent of the rules applicable 
to the approval of retirement benefit schemes. 'The scheme 
may De approved notwithstanding that it was in existence 
before April 1972. 

Clause 74 (1) prohibits assessment under section 186 
(1) for 1972~72 and subsequent years where the following 
conditions are satisfied: 

(1) The right to acquire the shares is exercised after April 

_ 5th, 1972; 

(2) The right was obtained by the taxpayer in pursuance 

of a scheme approved under Schedule 12; and 

(3) The taxpayer (i.e. the employee or director) satisfies the 

conditions specified in Part V of Schedule 12. 


Part V contains two paragraphs, the first of which ` 
' applies generally, while the second is confined to shares in 


a close company. Paragraph 1 requires the taxpayer to 
retain the beneficial ownership of his shares, or his interest 
in them, either for the period of three years beginning with 
his acquisition or, if earlier, until he ceases to be a director 
or employee (1) on his death, or (ii) by reason of injury, 
disability or dismissal for redundancy. (‘Redundancy’ is 
as defined in the Redundancy Payments Act 1965). 


Close companies 


Paragraph 2 applies where the shares are in a close 
company. To qualify for exemption from tax under section 
186 (1) the taxpayer must not have a ‘material interest’ 
in that close company, or in a company controlling that 
company, at any of the following times: 
(i) when he obtains the right (or is given the opportunity) 
to acquire the shares or his interest therein; 
(il) any time thereafter until the end of the parioa laid down 
in paragraph 1 of Part V; and 
(iii) any time thereafter while any restrictions attached to 
the shares which do not attach to all shares of the same 
class. 


‘Material interest’ is gë by applying section 285 
(6) of the Taxes Act 1970. Broadly speaking, a person has a 
material interest in a company if, either alone or with his 
associates, he is the beneficial owner of, or controls, more 
than 5 per cent of the ordinary share capital of the company. 


As indicated above, the exemption from tax under ` 


section 186 (1) accorded to beneficiary of a scheme (called 
a ‘share option scheme’), conferred by clause 74 (1), 
depends on the scheme being approved under Schedule 
12, Conditions of such approval are set out in Parts IT and 
ITI of the Schedule. The Inland Revenue are directed to 
approve the scheme if the conditions in Part III and the 


appropriate conditions in Part II are satisfied. Application ` 


for approval must be in writing and contain such particu- 
lars and be supported by such evidence as may be pre- 
scribed by regulations to be made by the Inland Revenue 
(Part I, paragraph 3). There is power to withdraw approval 
where any of the conditions ceases to be satisfied. | 
Paragraph 5 of Part I gives a right of appeal to the Special 


~ Commissioners-to any company which is aggrieved by any 


of the following matters: 


(i) failure of the Inland Revenue to approve the scheme} 


(ii) failure to decide that a condition subject to which the 
approval has been given is satisfied; 


(iii) withdrawal of approval. š 
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The company can appeal in writing within 30 days of 
notification of the Inland Revenue’s decision. The pro- 
cedure is as for an appeal against an assessment. 


Conditions for approval 


The conditions which Part II requires to be satisfied are 
as follows: 


(r) (a) The scheme must have been adopted by a resolution 
of the hoiders of the ordinary share capital of the 
company whose shares are subject to the option 
scheme; 


(5) The shares, interest or right must not be capable of 
being accuired under the scheme more than ten 
years after its adoption (paragraph 1). 


(2) The shares must be shares in the company of which 
the persons participating in the scheme are directors or 
employees, or in a company controlling that company 
(paragraph 2). 

(3) The shares must be either 


(a) shares of a class quoted on a recognized stock ex- 
change (as defined for corporation tax); or 


(b) shares in a company which is not under the control 
of another company (paragraph 3). 


(4) The majority of shares of the same class must be shares 
acquired otherwise than as mentioned in clause 75 (1). 
and otherwise than by the exercise of a right obtained 
as mentioned. in clause 74 (1) (paragraph 4). 


' (s) In the ten years beginning with the adoption of the 
scheme, the increase in the company’s ordinary share 
capital, attributable to shares issued under the scheme _ 
(or in pursuance of rights conferred under the scheme) 
must not be capable of exceeding 5 per cent. In arriving 
at this 5 per cent limit, there must be included any 
increase under any other approved scheme, whether a 
share option scheme or a share incentive scheme (para- 
graph 5). 

(6) No person must be eligible to participate in the scheme 
unless he is a full-time director or full-time employee of 
the company concerned. ‘Full-time means required to 
devote substantially the whole of his time to service as a 
director or employee. ‘Director’ includes a person who is 
to be a director and ‘employee’ includes a person who is to ` 
be an emplovee. 


The conditions of Part II of Schedule 12 set out above 
apply to all schemes, whether share option schemes or 
share incentive schemes. Part III is confined to share 
option schemes and imposes further conditions of approval 
as follows: 


(1) The rights cbtainable under the scheme by any person 
in any one year of assessment must be so limited that the 
amount for which shares may be acquired in pursuance 
of the rights 


(a) does not exceed 40 per cent of the relevant emolu- 
ments paid to him in the preceding year of assessment; 


(6) does not (when added to the amount for which shares 
remain to be acquired under such rights) exceec 
twice the amount of the relevant emoluments paid 
to him in the preceding year of assessment. | 


(2) If rights are obtainable by any person under the scheme 
and rights have also been obtained or are obtainable by 
him under share opticn schemes previously approved 
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under the Schedule, the limits in paragraph 1 above 
apply to the aggregate under all the schemes. 


(3) If rights are obtainable by any person under the scheme 
and shares or interests in shares may be or have been 

acquired br him under an approved share incentive 
scheme, the limits under Part III apply to the aggregate 
of the amount mentioned in Part III and the amouht or 
value limited under Part IV, the Part applicable to share 
incentive scLemes. 

(4) A right obtained by a person under thie scheme must not 
be capable of being exercised later than seven years 
after it is cbtained nor later than six months after he 
ceases to ho-d the qualifying office or employment. 

(s) A right obtained by a person under the scheme must not 


be capable cf being transferred by him. Presumably this ` 


means a right to acquire shares or interests in shares. 

(6) The price at which shares may be acquired by the exercise 
of a right obtained under the scheme must be stated at 
the time the right is obtained and must not be manifestly 
less than the market value at that time of shares of the 
same class. 

(7) The shares must not be subject to any restrictions other 
than restrict ons attaching to all shares of the same class. 
The draftsman apparently assumes that shares of the 
same ‘class’ can nevertheless have different rights. . 


‘Relevant emoluments’ for the purpose of paragraph 1 
of Part III are sich of the emoluments of the office, etc., 
by virtue of which the participant is eligible as are liable 
to be paid under deduction of PAYE tax pursuant to 
section 204 of the Taxes Act 1970, after deducting there- 
from amounts included by virtue of Chapter 2 of Part 
VIII of that Act, i.e., expenses allowances and benefits 
in kind. 


Liability to tax 
It will be seen chat approval of a share option scheme 
is not one easily obtained and therefore the scope of the 
charge to tax under section 186 (1) of the Taxes Act 1970 
will continue to >e extremely wide. 
But that is not all. Even where the share option scheme 
is approved, and the director or employee personally 
satisfies the two conditions laid down in Part V of Schedule 
12, clause 74 (2), nevertheless, provides for the imposition 
of tax on him at the time (given that it is after April 5th, 
1972), that he cbtains the option or other right. If the 
aggregate of (a) "be amount or value of the consideration 
(if any), he gives for obtaining the right; and (b) the price 
at which he may acquire the shares by exercising the 
option or other right is less than the market value (at the 
time he obtains -he right) of the same quantity of issued 
shares of the same class, then he is to be charged to tax 
under Schedule E (for the year of assessment in which he 
obtains the right) on the amount of the difference. The 
amount so chargzable is to be treated as earned income, 
whether or not it would otherwise fall to be so treated. 
Thus, although the taxpayer will not be chargeable to 
income tax under Schedule E (pursuant to section 186 
(1)) on the acqu-sition of the shares (thanks to’ approval 


of the option s¢heme) he will have to pay Schedule E tax 


at the time he azquires the right, even though he is not 
within cause 23. When he eventually disposes of the shares 
he may also be chargeable to capital gains Gm respect of 
the disposal. Relief against such capital gains:.tax:is pro- 
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vided for by clause 74 (3). It directs-that where a person is 
chargeable under clause 74 (2) on the acquisition of a right 
and he does acquire the shares by exercising the right, 
then, on the first disposal of the shares (whether by him or 
by someone else) after his acquisition, then the amount 
chargeable under clause 74 (2) is to be brought in as part 
of the cost of acquiring the shares. 

Following upon the passing of section 25 of the Finance 
Act 1965 (now section 186 of the Taxes Act 1970) com- 
panies wishing to encourage their directors and employees, 
without adding too much to their tax burden, were con- 
cerned to find some way of putting valuable shares into 
their hands without their attracting tax under section 
186 (r) — a subsection is confined to the exercise of pre- 
existing rights to acquire shares. Consequently new schemes 
were acopted under which the director or employee 
acquired shares at once at a price not materially less than 
their market value, but there was a reasonable expectation 
that the shares would thereafter rise in value. Such rise 
would still be a capital accretion like the rise in the case 
of Abbott v. Philbin. This kind of scheme is called by the 
new Bill a ‘share incentive scheme’. 

Clause 75 of the Bill provides for the imposition of tax 
on a participant in such scheme unless it is an approved 
scheme under Schedule 12 (Parts II and IV) and the 
taxpayer concerned satisfies the two conditions specified 
in Part V of that Schedule, as already expounded. Clause 
75 (2) provides for the imposition of Schedule E tax in 
the following circumstances: 

(1) A person, after April 5th, 1972, acquires shares or an 

interest in shares in a body corporate; 

(2) The acquisition is in pursuance of a right conferred 
on him or offered to him as a director or employee of 
that or any other body corporate; 

(3) The right is not conferred, nor the opportunity offered, 
in pursuance of an offer to the public; 

(4) The market value of the shares at the end of a meen 
‘period exceeds their market value at the time of the 
acquisition. i i 


Specified period 

The charge to tax will be for the year of assessment in 
which the specified period ends and on an amount equal 
to the excess (or, 1f his interest is less than full beneficial 
ownership, such part of the increase as corresponds to his 
interest). The specified period is defined in clause 75 (3) 
as ending at the earliest of the following times: 


(a) the expiration of seven years from the acquisition of the 
shares or interest; 


(5) when he ceases to be a director or employee of the Body 
corporate or of an associated company; 

(cı when he ceases to have any beneficial interest in the 
shares; 


(di in relation only to a person who acquires shares, the time 
when the shares cease to be subject to any restrictions . 
other than restrictions attracting to all shares of the same 
class. 


Reference to an interest in any shares includes references 
to an interest in the proceeds of sale of part of the shares. 


(To be concluded.) 
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Taxation 
Cases 


Clark’s Trustees v. CIR 
In the Court of Session 
March roth, 1972 


(Before the Lord Justice CLERK (Lord GRANT), Lord WHEATLEY 
and Lord MILLIGAN) 


Estate duty ~ Insurance policy — Six policies to be held on irrevoc- 
able trusts — Seventh policy under Married Women’s Policies of 
Insurance (Scotland) Act 1880 — Deceased as first trustee — Other 
trustees assumed ~ Whether one trust or six trusts — One trustee 
common to all — Whether intimation to him was intimation to 
beneficiaries — Married Women’s Policies of Insurance (Scotland) 
Act 1880 — Finance Act 1894, section 4 — Finance Act 1954, 
section 33. 


In 1963 the deceased had discussions with Mr James Gellatly, 
the senior partner in a firm of chartered accountants, regarding 
the disposal of his estate, and with the help of Mr Gellatly he 
prepared a scheme for reducing his estate for the benefit of his 
family, so as to minimize the amount which would be payable 
to the son (from whom he was estranged) on his death as 
legitim. Assurance policies on the deceased’s life were to be 
taken out in favour of his wife and six other relatives. Mr 
Gellatly and his partner, Mr Stewart, were to be trustees of the 
„policies, and the assurance company was informed of this by 
Mr Gellatly. The assurance company advised Mr Gellatly, 
however, that their view was that in trust policies it was desirable 
that the life assured should be the first trustee; and that immedi- 
ately after the issue of the policy he should assume additional 
trustees. 

The deceased submitted to the assurance company through 
Mr Gellatly a letter of request relative to the proposal, and said 
that he intended that the six policies should from the moment 
of their commencement be held on irrevocable trusts for the 
benefit of the six beneficiaries; that the policy should be ex- 
pressed as payable to himself or other the trustee or trustees for 
the time being; and that the full benefit of the policies, and all 
money which might become payable thereunder, was to be held 
by them, in each of the six cases, ‘upon trust for the benefit 
absolutely and indefeasibly of the beneficiary in question’. The 
latter also stated: “my only interest in the said policy is as trustee 
thereof, and I shall in no circumstances be entitled to any 
personal benefit thereunder’. 

The first premiums in respect of the Se were paid by a 
single cheque, which was drawn by the deceased and delivered 
by him to Mr Gellatly for payment to the assurance company, 
and Mr Gellatly handed it to the assurance company the follow- 
ing day. After the policies had been written by the assurance 
company, they were sent to Mr Gellatly’s firm and received 
there. In each of the policies it was stated that the proposer was 
the deceased; and that the sum assured was payable to ‘the 
proposer as trustee of this policy or other the trustee or trustees 
for the time being hereof’; and the provision in the letter as to 
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the deceased being in no circumstances entitled to any personal 
benefit was also included in the policies. On August 29th, 1963, 
the deceased assumed Mr Gellatly and Mr Stewart as additional 
trustees. 

The beneficiaries were unaware of the provision that had thus 
been made for them. An assessment to estate duty was made on 
the trustees on the footing that the trusts were revocable in the 
sense that nothing had been done which was equivalent, to 
delivery of the trust fund. 

The seventh policy was in favour of the deceased’s wife, and 
was effected under the Married Women’s Policies of Insurance 
(Scotland) Act 1880. It was not disputed that this was a separate 
trust. 

It was contended by the trustees that there had been only one 


_ trust and not a plurality of trusts, so that intimation to oné or 


more of the beneficiaries was sufficient to bring the one trust 
into operation in respect of all the beneficiaries; alternatively, 


‘ if there was a plurality of trusts, there had been an effective 


intimation to each of the three beneficiaries through the person 
of Mr Gellatly, and that was sufficient to bring the individual 
trusts irrevocably into operation. 

Held: seven separate trusts had been created; and there had 
been an effective intimation to each of the three beneficiaries 
so that six of the trusts had thus become irrevocable, while Oh: 
seventh was irrevocable under the Act of 1880 and by an effec- 
tive intimation to the settlor’s wife. 


Low's Executors v. CIR 

In the Court of Session 

March roth, 1972 

(Before Lord WHEATLEY, Lord CAMERON and Lord MILLIGAN) 


Estate duty — Annuity — For life of annuitant ~ Personal repre- 
sentatives bound ~ Annuity payable out of taxed income — Whether 
annuitant had an interest in deceased’s estate — Finance Act 1894, 
sections 2 (I) (b), 7 (7) — Finance Act 1969, section 36 (5). 


On March 27th, 1948, the deceased granted a bond of annuity 
without consideration in favour of a cousin for {100 a year less 
tax. The bond bound the grantor, his heirs executors and repre- 
sentatives whomsoever, jointly and severally, to pay the annuity 
‘out of my taxed income’ to the annuitant for life. The grantor 
died in 1953, and the annuitant continued to enjoy the annuity 
until her death in 1961. After the death of the grantor, the 
annuity was paid out of the income of the estate as each instal- 
ment of the annuity fell due. The deceased’s will did not contain 
any reference to the annuity. The executors never set aside or 
appropriated any part of the estate. 

After the annuitant’s death a claim for estate duty was made 
in respect of the cesser of the annuity on a slice of the estate. 
It was common ground that £2,000 would be the appropriate 
amount of the slice. An assessment to duty in the sum of 
£296-65 on that amount was made. The claim was under section 
2 (1) (b) of the Finance Act 1894, on the footing that the 
annuitant had an interest in the grantor’s estate; and that the 
benefit arose by the cesser of that interest. 

It was contended by the executors that the annuitant had had 
no interest in any property forming part of the grantor’s estate; 
that the relationship between the executors and the annuitart 
was one of debtor and creditor; that the provisions of section 
7 (7) of the Finance Act 1894, could not be satisfied; and thet 
there could be no charge to estate duty. 

Held: when the executors were discharging their obligations 
under the bond to pay the annuity, they were not just paying 
off a debt from the general funds of the estate; but were meetinz 
a recurring obligation out of the income of the estate; and that 
the annuitant thus had an interest in the property forming the 


estate; and that duty was payable accordingly.’ 
* 
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The Future of Industrial Training 
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Have the ITBs Fulfilled their Purpose? 


by DOUGLAS GARBUTT, M.Ed., A.C.I.S., A.C.M.A., A.M:B.I.M. 


Statutory industrial training boards now cover:15-million workers. In 1970—71 the 27 
boards had an income of £208 million, and they paid out £199 million in training grants. 
They employ 5,000 staff and spend about £16 million a year on administration, advisory 
services and training facilities. in 1977 they also incurred a deficit of nearly £10 million 


on revenue account. 


. Growing criticism of some boards as authoritarian and bureaucratic; growing difficulties 
in extending the system to cover all the labour force; and changes in the political climate 
prompted the then Secretary of State for Employment, the Rt Hon. Robert Carr, to. ` 
conduct a survey of the work of the boards and to issue a consultative document putting 


forward proposals for reforms of the [TB system. 


R CARR’s consultative document’ on industrial 

training restated the objectives of Government policy; 
reviewed the work of the ITBs and government training 
centres; and suggests conclusions about what needs to 
be done during the 1970s. The document proposes a 
substantial expansion of vocational re-training from under 
17,000'tO 100,000; establishment of a ‘National Training 
Agency’ to supplement and take over the ITBs; and the 
phasing out of the:levy-grant system. It contains much 
new information about the state of industrial training, 
but as F. C. Hayes, director of the Foundry Industry 
Training Committee, stated at a recent seminar, it is 
essentially a political document deliberately vague about 
real intentions of the Government. The role envisaged for 
ITBs is unclear and, whilst it is proposed to abolish levy 
and grant, it would also be possible for an industry to 
retain it where there is a clear consensus in favour. 
In this article it is proposed to concentrate on the 
- financial aspects of the proposals, since it seems likely that 
' accountants may be asked to give advice to their companies 
or may wish to make submissions to the Ministry within 
this area. Nevertheless, one or two general points need to 
be stated. 


Human asset planning 


Industrial training is only one element in a complex of 
problems arising from the need to secure effective deploy- 
ment of the country’s human assets. It might be thought 
ibetter to bring together all those functions exercised by the 
Department of Employment which affect the use of human 
assets in industry, creating a ‘Manpower Agency’ which 
would deal with the whole gamut of problems ranging 
from the creation of jobs; the placement of personnel in 
those jobs; selection; allowances for displacement; and 
the dissemination of information about demand and supply 
for labour, so that training. could be fitted into a total 
picture as a meaningful contribution to’ securing the 
effective deployment of the nation’s human assets. 


The consultative document merely states. that the 
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Secretary of State ‘favours the establishment of 2 general 


council on manpower services, which might include those 
responsible for industrial training’. Surely the time when 
training is to be reorganized is the time to go the ‘whole 
hog’ and begin to talk of manpower planning and effective 
deployment. This is probably the policy which the TUC 
Conference will adopt shortly. 


‘Types of training 


The term ‘industrial training’ covers a very wide range of 
activities; and these may be classified in a number of 
alternative ‘ways, for example, in terms of skill, function, 
durztion, etc. Wisely, the Department of Employment has 
adopted a classification based on needs, of which it identifies. 
four kinds: (r) training by employers to meet their own 
néeds; (2) training to ‘meet the needs of an industry; 
(3) training to meet national economic needs; and (4) 
training to meet individual needs. It adds also that these 
must be distinguished from the contribution to be made by 
education. 

The point about these distinctions is that they enable us 


to make a more precise statement as to who should be 


responsible for these types of training and what arrange- 
ments are to be made to ensure that the responsibilities 
are fulfilled. 

The economic view of education and training is that they 
are an investment in which expenditures are made in the 
expectation of obtaining future benefits. Garry Becker 
distmguished between general and specific training. 
General training provides skill for which there is a wide 
marzet. If the training increases a worker’s productivity, 
competition between firms for the workers will tend to push 
up wage rates until at the margin wages are equal to labour 
productivity. In these circumstances, a worker will be able 
to obtain the benefits of training and he will, therefore, 
bear the costs. In the case of specific training, there is no 
general market and the trainee’s marginal productivity 


goes up only in the training firm. In these circumstances, 


the firm-is able to retain some or all of the -productivity 
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gain, and the firm will have an inducement to bear the 
costs of training. The firm will only undertake general 


training if it can recoup the cost by some means, for 


example, of reduced wages to apprentices unag their 
apprenticeship. 

This analysis suggests that industry and ana needs 
may well be neglected if training is left to firms in a free 


market. Indeed, this was the basis for introducing the 


Industrial Training Act because attempts at voluntary 
encouragement of training had failed in the years up to 


1964. 


Effect of levy/grant 


It has been argued that the effect of imposing a levy/grant 
. system on the firms would be that there would be a once 
and for all increase in the amount of industrial training, 
to bring the grants obtainable up to the levy being paid. 
If this were true, it would mean that removal of the levy/ 
grant system would lead to a reduction in industrial train- 
Ing ~a view shared by many training officers. 

On the other hand, it can be argued that the Industrial 
Training Act has effected a permanent shift in the attitude 
of industry towards training, and that removal of levy and 
grant will take away a money relationship which has 
increasingly got in the way of a fruitful relationship 
between training advisors and firms. The document 
takes this view. 

The levy/grant system, however, is more complex than 
appears at first sight. It may be looked at in three possible 
ways: (1) as a means of motivating firms to undertake, or 
decline from undertaking, training; (2) as a mechanism for 
redistributing the costs of training between industrial 
firms; and (3) as a means of providing finance for industrial 
training boards. Let us consider each of these aspects in 
turn. 


_Motivating device 


There seems to be common agreement that the imposition 
of a levy caused a shock to firms in industry and drew the 
attention of senior management to the need for training. 
At first glance it is difficult to explain why an imposition, 
on average, of about r per cent of payroll, should have 
produced such a significant amount of intérest, for it can 
hardly have been a large expense to most firms. 

Was the basis of levy the right one? Most boards have 
imposed their levy as a percentage of payroll and, occasion- 
ally, on the number of persons employed. But would it 
have been possible to devise some fairly simple guide to 
training need, and imposed levy on this basis — for instance, 
on average pay per employee? In this case, should a frm 
employing highly paid labour have paid more or less in 
evy? . 

One of the serious problems of paying grants for in- 
dustrial training is the lack of uniformity, already noted, 
in actual training requirements. In some ITBs, payment 
of grant has resulted in a bureaucratic situation where 
grants were not paid if a firm deviated from the standard, 
even though this might have been justified by their training 
needs or their greater sophistication in training. 

As the consultative document points out, there have 
been problems for many small firms who have found it 
difficult to recoup their levy in grant. Highly specialized 
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firms have found it difficult to fit their training requirements 
into the general patterns laid down by the ITBs and there 
have also been differences between sectors of an industry — 
as between labour or capital intensive sectors, for instance. 

In theory a firm should have attempted to balance the 
benefits and grants obtainable from training against the 
costs and levies payable. But the small amount of research 
data available on cost-benefit studies in firms suggests 
that in most cases they have no idea of what the basic costs 
and benefits of training, or indeed of other alternatives are 
within their firm. They have, thus, inevitably tended to 
control on the basis of levies compared to grants. 


. As a cost redistributor 


The Industrial Training Act envisaged that the levy/grant 
system would equalize costs across the industry but, in 
fact, its effect has been more complex than was at first 
suspected. The one thing which the levy/grant mechanism 
is guaranteed to do is to recover the expenses of the ITB 
from industry! It would only equalize costs if the costs 
were known, and if firms recognized that at best, they 
might hope to equalize grants plus a share of ITB expenses 
to levy. Even so, equalization involves a delicate process of 
adjustment which easily runs off into instability, particularly 
if the sharing of grants is based on a lump sum for specific 
increments of training and not on some kind of dividend 
according to the proportion of training undertaken by the 
individual firm. 

. All firms can only equalize grants plus their share of 
ITB expenses to levy if the training is also equalized, or 
at least held in proportion to the levy basis. 

Of course, in practice, the objective of cost equalization 
was abandoned et an early stage. Many boards imposed 
an upper limit on the proportion of grant available tc 
firms. Others gave exemption from levy to small firms, 
although in some cases they still left them eligible for 
grants. Whilst it seems equitable for a small firm to pay 
something towards the costs of trained men if these are 
recruited from other firms, the document suggests that this 
is not a typical situation and small firms are not recruiting 
skilled men from the larger. 

A further argument against cost redistribution is that of 
efficiency. A large training department may have a lower 
unit cost than a small one. Moreover, the problem of man- 
power planning appears; firms with efficient selection, 
recruitment and employment policies require less in the 
way of specific training facilities. Why then should they 
bear a part of the cost of less efficient firms with high labour 
turnover and, therefore, high training requirements? 


Financing mechanism 


The levy/grant mode of financing the industrial training 
boards gave them a high degree of autonomy; if the em- 
ployer and employee representatives on the board agreed 
on a desirable levy, they could make this- subject to 
the approval of the Minister. There is no doubt that the 
Minister has been able to put various pressures on the 
ITBs, for instance, in the early days to impose levy at a 
significant level, and in the later days to stabilize or reduce 
levies. 

On the other side, the employer or employee representa- 


tives would be subject to pressure from their industries, 
° 
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and there is something to be said for the existence of the 
board as a means of balancing national and industry against 
firm and individual needs. If the levy has bit on industries, 
it has been a lever giving the boards an incentive for 
maintaining good relations with industry, and industry 
the means whereby they might influence the boards.. 

- Many boards have had initial teething troubles and ‘one 
wonders whether later boards, which have had their share 
of these troubles, have been given sufficient time to over- 
come these difficulties. ‘Autocratic, remote and bureau- 
cratic’ are accusations that have been levied against some 
boards; but is the answer to this problem to take away their 


£ financing powers and incorporate them in a national train- 
ing service? Might it not be better to make them more . 


representative by the provision of appropriate machinery? 


Open-ended budgeting 


A great deal has been made of the failure of some boards 


financially and the difficulties which most boards have got 


` into because of the time-lag between publicizing grants 


‘available for training and the incidence of claims for those 


grants. Essentially, some boards got themselves into an 
open-ended budgeting situation where they estimated the 
grants which would be claimed, and levied accordingly. 
They then found with some surprise that the rate of in- 
crease of training in response to the grants was such that 
the ITB had insufficient funds to meet all demands upon 
it. But the solution to this problem, once recognized, is 
relatively simple; it is to distribute some or the whole of 
the grant on a proportional or dividend basis. The effect is 
that grant per unit of training falls as the general level of 


` training activity rises. 


The positive value of the levy is that it leads to a scrutiny 
by industry of its own ITB; the knowledge that funds for 


. the ITB administration and advisory services is coming 


out of industry’s pocket must put some pressure on them 
to exercise financial scrutiny. This effect is lost if ITBs.are 


| financed through general taxation. 


In one respect, the levy/grant system is certainly wasteful, 


` and that is in the paperwork and data processing facilities 


' required to go through the submission of levy and grant 
. Claims. The bulk of this could be avoided by abolishing 


, grants and by centralizing levy — perhaps together with the 


National Insurance stamp. 


DoE proposals 

The Government propose to expand the vocational training 
scheme from an output of 16,650 in 1970 to not less than 
60,000 to 70,000 people a year by 1975, and to relieve 


boards of the obligation to raise the levy as from 1972-73. 


Continuation after that date might be conceded if there is 


. a clear consensus within the industry. As the levy/grant 


system is phased out, it is proposed to introduce a system 
of selective grants to give training in essential skills such 


. as off-the-job training of apprentices and technicians. 


The training boards would. be preserved and a national 
training agency set up to run the “Training Opportunity 
Scheme’ incorporating the government training centres; 


‘to co-ordinate the work of ITBs; and to set standards in 


industries not covered by [TBs and for occupations which 

go across industrial boundaries. The cost of the TTBS 

approved . programmes of work would be met by the 
$ 
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‘national training agency, which woud develop a ioa 


training advisory service run by itself and the ITBs. All 
staff working for TT Bs would become employees of the 
national training agency. 

‘The Government propose that the agency should be a 
semi-independent body, outside the Civil Service; run by 
a chief executive with a board, answerable to the Secretary 
of State for Employment. Finance would come from the 
Treasury through the Department of Employment. 

‘It will be seen, therefore; that the proposals impose a 
greater degree of centralization through the national 


training agency, and place control of the purse strings 


firmly in the hands of the Department of Employment. 
It seems clear that the ITBs would lose a good deal of 


. autonomy and in many cases would wither away. 


| 


Raising money 


The proposals represent a shift away eat the recognizable 
levying of a specific tax for a specific purpose, at differential 


rates according to industry, towards the provision of general 


funds from the general tax fund. It is fallacious to believe . 
that in the long run industry will not bear the cost. There 
are strong arguments against losing the levy of funds for 
human asset development and deployment in the general 
tax fund, although, equally, there are strong arguments 
against levying a multiplicity of taxes for various purposes. 

An alternative, however, would be to include a training 
levy in the NHS stamp or, if the levy grant system is to be 
abandoned, it would be possible to go to the other extreme 
and allow the ITBs to exist only if industries were willing 
to finance them on a voluntary basis. Clearly, their activities 
could then be supplemented by governmental agencies 
providing for industry and national training needs. This ' 
possibility is not ruled out by the proposals. 

The proposals place the distribution of training fynds in 
the hands of the Department of Employment. The chief ` 
executive will be responsible for budgeting for the agency, ` 
and there will be limits on the power of the agency to ` 
switch funds from one function to another. 

The status of the staff is unclear. On page 40 the report 
states, “The staff, however, would be civil servants’, and on 
page 41 it says, “The agency staff would not be civil ser- 
vants’. It seems that the agency would have rather more 
independence than a normal Civil Service department and 
rather less than the present I'TBs. 

A curious feature of the proposals is that the agency will 
provide advisory training services on a regional basis in 
those areas where the existing . industry-based ` IT'Bs 
cannot provide for local needs. In paragraphs 81 to 82 
it is stated that the agency will become the employer of the 
professional staff at present employed by individual ITBs, 
and this would assist in redeployment and in developing 
career opportunities. The effect of this proposal is hard 
to judge, but it might be a prime means of reducing an 
ITB from an autonomous SE to the status of a mere 
committee, 


National advisory service 


Essentially, the new proposals are that the industrial 
training boards be incorporated into an advisory agency, 
which would seek to influence the firms in industry to 
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provide for training and which would be supported by a 
system of grants for nationally recognized forms of train- 
ing. The report also emphasizes the significance of manage- 
ment training as a means towards making managers training 
conscious. 

Will industry be interested in a government-run service 
of training consultants once those consultants have -no 
power to make levy and, therefore, no statutory right of 
entry? Will it be possible to integrate the various staffs of 
ITBs and do those staffs have, or can they obtain, the 
expertise necessary to constitute a viable consultancy 
service? If small firms are gaining little advantage from an 
industrial training board, is there perhaps a stronger 
argument for providing them with free consultancy or free 
manpower consultancy rather than a specific training ser- 
vice, which might recommend training in circumstances 
when other needs are more pressing for the firm? 

A striking feature of the operation of the Industrial 
‘Training Act since 1964 has been the failure to’ develop 
an information service on the extent, nature and costs of 
industrial training. We have no regular statistical informa- 
tion comparable to the statistics on education. Is it not 
desirable for the Department to place such a service high in 
its priorities? If it is to exercise an effective advisory service, 
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will it not be desirable for it also to develop a much stronger | i 
information service to industry? | 

If industry is to make the decisions on training, then the - 
best way to influence it may be to provide it with more 
information which will influence its decisions in the right 
direction. Indeed, without such information, the right 
direction may not be apparent. 

How successful has the Department of Employment 
been in sponsoring research into industrial training? They 
have certainly established an excellent abstracts service, 


but should they consider establishing some central research ` 


centre, which might be financed directly for some time and, 
eventually, operate on the basis of industry sponsored 


` investigations? 


It is impossible, in an article of this length, to deal fully 
with a document as complex as a consultative document, 
and the objective has been to raise questions which ac-, 
countants might consider in preparing recommendations 
for their firms and the Department. Comments should be 
sent tothe Department of Employment (TBI, 162-168, 
Regent Street, London WIR 5TB) by the end of May 1972. | 
Further copies of the document ‘Training for the Future — 
A Plan for Discussion’ are available from local employ- 
ment offices in the Department of Employment. 


The Total Information System 


1 C systems in business are not a new concept. 
As the complexities of business have increased, information 
systems have been developed to enable managers to have some 
factual -base for their decision making. Unless managers are 
prepared to ‘fly by the seat of.their pants’ with all the risks 
that this involves, data collection, analysis, and presentation 
form an important part of the managerial process. . 

Attention is currently focused on this area of the management 
process as an aftermath of the computer revolution. The 
. enormous increase in capacity to handle data provided by the 
computer has brought to the fore a new breed of specialists 
and managers whose function is centred upon data processing 
in one form or another. Now that the technical problems of 
computer use are largely a thing of the past, more attention has 
been given to the role of information and control systems in the 
firm. 

One major element in this attention given to systems has been 
the concept of a ‘total’ system; that is to say, a single system. 
which satisfies all information needs, This total information 
concept is frequently allied to that of the ‘real time’ system 
Such concepts have by and large been centred around a com- 
pletely integrated computer data system which absorbs all 
information in the business as it arises, and through a built-in 
system of analysis and recording enables managers at any level 
to have immediate ‘on-line’ access to that part of the information 
which is relevant to the problem they are currently dealing with. 

In theory such a system would appear to offer substantial 
advantages to management, since it would provide complete 
up-to-date information on demand. Is the construction of such 
a system really a practical proposition; and if it is feasible, would 
it in fact operate more effectively than a group of systems each 
serving a specific function? An answer to these questions is 
proposed by Professor Dearden in an article entitled ‘MIS is a 


e 


Mirage’ which appears in the January/February 1972 issue of - 
the Harvard Business Review. ; 


Assumptions 


The total MIS approach is based upon two fundamental 
assumptions which differ quite radically from the non- -traditional 
approach. ‘They are: 

(a) that management information is a subject for study anc 

specialization; and 

(b) that the systems approach can and should be used in analys- 

ing management’s information requirements. Së 

These assume that management information is sufficiently 
homogeneous to enable a set of principles and practice to be 
established which would cover all management’s requirements. 
Because of this homogeneity the systems approach is necessary 
to develop general solutions to management’s information 
requirements rather than tackling a spread of individual manage- 
ment areas, such as finance and marketing. 

The development of the systems approach will be entrusted 
to experts, whether internal or hired from outside, who can 
bring a specialist’s knowledge to information problems. Gener- _ 
ally such a group of people will report to top management and 
will be expected to deal with top management’s information 
needs first, and then develop an integrated system satisfying 
those and the needs of lower levels of management. As a bonus, 
so the theory runs, the system should be cheaper to operate 
since it eliminates a whole series of sub-systems. 


Fallacies of the MIS approach 


If the above advantages were realizable they would indeed 
present real opportunities to management. Professor Dearden 
E 
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points out, however, that he knows of no case where such a 
system has been successfully developed. He then goes on to 
outline the fallacies of the approach, i.e., that: 
(a) management information is sufficiently homogeneous to 
provide an arza of specialization; 


(b) an interlinked series of systems is necessarily unco-ordi- 
nated and therefore inefficient; 


(c) it is practical to centralize control over the information 
systems; 


(d) the systems approach is a boon to managers; 


(e) specialist experts can extend talents into the broad donut 
of general company activities. | 


Homogeneity 


. Management activ-ties in a business of any size are so diverse ` 


that no one man can acquire all the skills necessary for even 
a proportion of them. One has only to consider the skills 
_necessary to develcp information systems in each of the follow- 
ing areas to realize that this is so, e.g.: 


(a) financial accounting and control; 
` (b) logistics of movements through the factory; 
(c) marketing information; 
(d) industrial relations; 
(e) research and development reporting. 


Accountants are aware of the difficulties in developing 
financial accounting and control systems, and the skills that are 
necessary for that process. How appropriate are those skills for 
dealing with the cther areas? In short, there are several in- 
formation systems which have very few similarities and many 
wide differences. Their development does not constitute 
`. a homogeneous activity such as is implicit in the system 
approach, 


Co-ordinated systems 


In practice the systems operating in each functional area do: 


not function in a vecuum. ‘They each have an intricate series of 
interfaces with eaca other. While each system satisfies its own 
internal control needs, it also usually provides for the exchange 
of. information wita other functional systems. If such an ex- 


change of information does not operate effectively it is more: 


likely due to the wa 2 of people rather than the lack of 
an MIS approach. 


Centralization prezents insolublə problems 


` Since one man cannot possess all the skills for a total system, 
, the deficiency could be overcome by using a group of people 


with the necessary range of skills. Such a team, because of its ` 


crucial role, would oe chaired by someone of executive director 
level, and in-order o function effectively would be empowered 
` to make decisions regarding MIS in any part of the company. 
But would a financial executive; zor example, be happy about 
delegating responsibility for financial control systems to such a 
body? 


The chairman o: such a working group might,’ of course, | 


merely co-ordinate the activities of the functional representatives 
in. that group. Duc co-ordination would be dificult, because 
the :people operating the system in the functional areas no 
longer have the responsibility for the system, and in any case 
co-ordination is not the same as producing a an integrated 
system. 


Systems approach 


Professor Dearden quotes the following definition of the systems ` 


approach from Eurcpean Bussness, summer 1971 issue: 


“The systems epproach to management is basically a way 
of thinking. The organization is viewed as an integrated 
complex of interd=pendent parts wae are capable of sensitive 
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and accurate interaction among themselves and with their 

environment.’ 

‘He then asks managers what they would do differently if they 
adopted this approach rather than their present one. The replies 
indicate that the changes proposed are due to the differences 
between adequate and inadequate management; current work 
being based on attitudes of static organizations, inability to 
understand the interaction of related variables, and so on. 

Good managers already adopt a systems approach, recogniz- 
ing that any one decision will affect a number of functional 
areas. His decision will then be based upon a synthesis of all 
consequences of that decision whether quantifiable in an 
information system, or un-quantifiable, but nevertheless 
relevant to that decision. 


The specialist can extend his talents 
Quite apart from the intellectual limitations on understanding 


‘the reeds of all functional activities, there is also the practical 


limitation in acquiring the skills required. It is likely to be 
more practical to teach information technology to functional 
staff than teach functional speciahsms to information tech- 
nologists. I 


Causes of poor information systems 


‘Solutions can only be provided after defining the causes of the 


problem. 'Thëse are: 


(a) incompetent or ineffective management; 

(b) low quality of computer-based systems; 

(c) differences in the rate of change of individual systems; 

(d) differences in sophistication between systems causing 
; Problems at their interface; 


(e) rate of change in the company itself, 


The rate of change in the activities of a business has been 
accelerating in recent decades, and increases in size, com- 
plexicy, and geographical dispersion ieren continuing 
challenges.to managerial skills. | 

The causes of inefficiency suggest areas where managerial 
action can improve performance: 


+ 


(a) ensure that competent people are in charge of each ` 


functional information system; f 
(b) ensure that each interface between systems provides for 
' adequate communication between functional groups so that 
| each can perform effectively; | 
(c) re-appraise the logistics system in terms of its control and 
‘ suitability for computer processing; 


(d) maintain centralized control of computer- -based informa- 


tion systems; 

(e) create a post of ‘Director (administration) to whom all 
: staff functions would report. 

| 

Conclusions 

Before committing major resources tó plan and implement an 
integrated information system, management should seriously 


question both the feasibility and. desirability of doing so. 


In pacticular they should ask themselves the following questions: 
(a) What information systems would: be included in the total 
system contemplated? 


(b) What kind. of experts. would be needed and how would they 
-= be trained? 


(c) How would the MIS group fit into the corporate organiza- 
. tion? 


(d) What authority would it be given? 


. (e) What would it accomplish that cannot be better done by 


including information experts in functional posts? 


Unless the answers provide a clear case for MIS, the use of 


resources in this way is unjustified. 


. 
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This is My Life 


by An [INDUSTRIOUS ACCOUNTANT (with illustrations by’ 


FINBOW). I 
Gee & Co (Publishers) Ltd, {1-15 net. 


Since December 1959, The Accountant has been publishing 
episodes in the life of ‘an industrious accountant’. It seems 
that he has almost become as life-like as James Bond. 

This attractively printed and presented book contains 75 
examples of what the foreword rightly refers to as the humour, 
drama, and sometimes the pathos, of situations involving the 
author in his day-to-day contacts with his colleagues — the 
principal ones being Prinny, the ex-Naval-type personnel 
director; Scotty, the dour sales manager; Ilkley, the Yorkshire 
shirt-factory manager; the boorish deputy chairman (one 
wonders how he obtained his post!); the Old Man himself, 
and the managing director. 

The Industrious Accountant remains anonymous, though 
' we are told that the series is the work of one man whose identity 
has not changed since the inception of the series in 1959. 
However, we are informed that he is a qualified accountant, 
and he is clearly well read and his choice of references implies 
a man of some maturity — one who would seem to have had more 
than a passing acquaintance with Latin in his school days. 
The first episode tells us that five years after qualifying as a 
chartered accountant, he became the accountant-secretary of a 
. trading company in a provincial town. Though he would not 
claim omniscience, his knowledge of the potential legal prob- 
lems in so simple a matter as a labourer dropping a couple of 
bricks (albeit on to the foot of a fellow worker) is intriguing. 

An astute observer of human attributes and frailties, the 
Industrious Accountant lives up to his name by providing his 
readers week-by-week with entrancing incidents, many of which 
must surely ring a bell in the mind of those who have found 
that the human aspects of an accountant’s life in industry or 
commerce are often those of major importance — to cope with 
which, alas, professional accountants are not always equipped. 

Certainly, it is this reviewer’s opinion that this book, which 
contains so much treasure, so much wisdom, should be made 
required reading for all students — of all ages! 


The Economics of the Stock Market 
by Ricard R. West and Seva M. ‘TINIc. 
Praeger/Pall Mall Press, 4'25. 


This is not another conventional text on the workings of the 
stock-market. In any case it is an American study based on 
the New tork and American securities markets. It is of interest 
primarily to economists and any sophisticated investors who 
have followed the debate on the random-walk hypothesis of 
stock-market movements. | 

` In particular, the authors devote considerable thought to 
the changing pattern of dealing in the market and the emergence 
of the institutional and large investor, such as our pension 
funds. e 
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Managerial Economics and 
Operations Research 


edited by EDWIN MANSFIELD. 
Macmillan, £4:50. 


This is a revised edition of a work which first appeared last year 
in the USA. It comprises some thirty articles on economic 
problems and the application of operations research in manage- 
ment, largely from American publications. 

The articles are classified by reference to their subject-matter 
under seven main headings. Amongst these are capital budget- 
ing and forecasting; linear programming and related techniques, 
decision theory; the role of the computer; and operations 
research applied in the public sector. 

Although the book is aimed primarily at students of eco- 
nomics and business administration, it does provide an excellent, 
and in most cases readable, introduction to quantitative tech- 
niques and their use in modern management. It can be recom- 
mended to any young or newly qualified accountant who 
recognizes the growing importance of this approach. 


Little's Economics for Students 

Fifteenth edition by J. M. Jackson. 

Jordan, {2°25. 

It is 14 years since the late Leo Little completed the revision 
of his textbook or. economics, and in the intervening period it 
has been reprinted six times. It has, however, been necessary 
for some time past to revise sections of the book, in particular 
those on banking and international finance, on trade cycle - 
policy and, of course, statistics. 

The new edition has been prepared by Dr Jackson and he 
has kept faithfully to the character of the book. In other words, 
the new chapters he has had to insert are as readable and clear 
as the original text. No single issue is discussed at great length, 
and a good balance of subject-matter is maintained. 

This is a particularly good book for students starting to 
study economics, especially those working for the professional 
societies’ examinations. The new edition is supplemented by an 
extended collection, classified by chapter topics, of questions 
set in these examinations in recent years. Any beginner who 
works his way through this book and supplements the applied 
sections from his reading of the financial press will acquire a 
sound foundation in economics. 

Dr Jackson has performed a difficult task well and the pub- 
lishers have used a sensible type size which is very easy to read. 
There is every reason to expect this book to recover its position 
in the reading lists for professional examinations. 


RECENT PUBLICATIONS 


Notes oN Economic THEORY, by W. Reay Tolfree. vi--go pp. 
4&5. Pitman, card cover, 7op. 

Business MERGERS AND TAKE-OVER Bips, fourth edition, by 
Renald W. Moon, B.LITT.(OXON.), F.C.A. 9 X 54. 236 pp. Gee & 
Co, £3 I0. 

FASTER THAN THOUGHT, edited by Lord Bowden, M.A., PH.D. 
(CANTAB.), xix-+416 pp. 9x6. Pitman, paperback, £1°85. 
WHITEMAN AND WHEATCROFT ON INCOME TAX AND SURTAX, first 
supplement, by Peter G. Whiteman, LL.B., LL.M.(LONDON), and 
David C. Milne, B.A.(oxoN.), A.C.A. 9X6. Sweet & Maxwell, 

70p. 

WHEATCROFT ON CAPITAL Gains Taxes, fifth cumulative supple- 

. ment by Peter G. Whiteman, LL.B., LL.M.(LONDON), A. R. 
Thornhill, B.a.(oxon.), and D. C. Milne, B.a.(OXON.), A.C.A. 
9x6. Sweet & Maxwell, Z r:r s. 

SOVEREIGNTY AT Bay, by Raymond Vernon. x-}-326 pp. 83 X 54. 
Longmans, £359. 

These books may be obtained from, or through, Gee & Co (Publishers) 

Ltd, The City Library, 151 Strand, London WC2R 1J}. 
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New Face for the Gillette Company 


N the accounts of The Gillette Company — the American 

company that is synonymous with the safety razor — the 
statistical record goes back twenty-five years and the tecord 
tells the story of industrial and economic change. In 1947 
Gillette’s net sales were a mere $59°56 million but pre-tax 
profits were a luxurious $20-43 million. Last year sales had 
soared to almost $730 million but profits were an obviously 
much more hard-earned $104 million. 

Hardness of profit earnings has developed particularly in 
the past ten years. Profits in 1961 were $86-4 million from sales 
of $253°5 million and in 1968 $124-5 million from sales of just 
over $553 million. Two sentences in the. ‘Chairman’s Letter’ 
to stockholders in the 1971 report point to the reasons for the 
falling sales/profit ratio. 

“The Gillette Company’, Mr Vincent C. Ziegler, the cHair- 
man, writes, “has undergone significant change in recent 
years. This change has been brouzht about by actions taken to 
achieve a product and geographic dase broad enough to support 
sustained long-term growth in sales and profits.’ 

There is a lot to be read into those two sentences, par- 


ticularly since they mean, in fact, a complete change in the 


Gillette organization as a whole — a change from largely a one 
product, one market company to a diversified trading organization. 


Range of products 


For a number of years the Gillette company has been making 
a major effort to expand its range of products throughout the 
world. Last year sales of products outside the blade and razor 
field accounted for almost two-thirds of total sales, compared 
with one-third of a much smaller sales volume ten years ago. 
Blades and razors, however, have also grown in sales and profits 
over the same period and still generate over half the company’s 
earnings. 

By far the greatest part of diversification and growth has been 
achieved internally through a strong research and development 
operation and aggressive marketing. New products have gained 
major and, in a number of cases, leading market positions in 
the United States and overseas. Acquisitions have played 
their expansion part, notably that of the German Braun group 
of companies in 1967 making electric shavers, photographic 
products and small household appliances. At this stage it may 
be convenient to list Gillette’s non-razor interests. 

' They include a Toiletries Division which is big in aerosol 


shaving cream, hair sprays, deodorants and so on. The Personal. 


Care Division was called the Toni Division until last July and 
covers hair sprays and shampoos, with products now broadening 
into things’ like hair dryers. The Paper Mate Division’s biggest 
product category is porous point pens and the division includes 
ink markers, ballpoint pens and graphic art equipment. Wel- 
come Wagon is a company in consumer services and S. T 
Dupont, in which there is a 48 per cent stake, is a French 
company making disposable lighters. 


Aggressive marketing 


The chairman in his letter explains that newer product areas, 
while making good contributions to profits, carry lower profit 
° 


margins than the blade business. As the newer areas have 
increzsed in relative importance, the company’s profit margin 
has narrowed and is now more comparable with those of other 


‘leading companies in the personal care field. 


Substantial resources have been committed to developing 
interrational activities and a much greater level of marketing 
and təchnical support has been provided to overseas manage- 
ment. Physical facilities have been greatly expanded and 
modernized. Operations outside the United States have grown 
rapidly since the mid-ro6os and now represent about half 
the tctal sales and profits. 

These basic trends have changed the company from a medium- 
sized firm essentially identified with one product area into a 
large, diversified multinational business. In the past few years 
ability to translate product and market strengths into higher 
overa_l profits has been affected by the relatively unfavourable 
US economic climate. Several important decisions were made 
in the light of a high rate of cost inflation, a slowdown in the 
growth of consumer demand and a determined move by 
wholesalers and retailers to reduce stocks. _ 

Gillette chose to continue marketing expenditure at an 
aggressive level and to increase trade promotion in order to 
preserve the major market shares of existing products. New 
prodccts, with their large initial development, manufacturing 
and advertising expenses, were introduced to provide for future 
growth, and cost control programmes were intensified . to 
minimize the effect on short-run profitability of the decisions 
made to ensure the long-term health of the business. 


* 


Ouestion and answer 


In the Gillette report there is a detailed review of each division, 
although there is no breakdown of sales and profits by divisions. 
In. ‘Facts about your company’, which is a question and 
answer feature within the report, there is considérable infor- 
mation. Of net sales, for example, men’s grooming products 
accounted for 54 per cent in 1971, women’s grooming products 
for 20 per cent, writing instruments for 7 per cent and Braun 
products for 17 per cent, with blades and razors — which rep- 
resent slightly more than one-third of total sales — included 
in men’s grooming products. Blades and razors generate more 
than half the company’s profits. 

Charts show the reducing return on sales with a 188 per cent 
increase in sales in ten years against a 28 per cent rise in pre- 
tax profits. Even so, Gillette ranked seventh in the United 
States last year in terms of net income as a percentage of 
stockholders’ equity. In terms of net income as a percentage of 
sales the company ranked thirty-sixth. 

An interesting figure in the ‘Facts about your company’ is 
that in 1971 the company spent $121-4 million on promoting 
its products throughout the world, of which $91°4 million 
was advertising and $30 million for sales promotion. The 
1970 comparatives were $94 million and $28-6 million 
respectively, 

Net income from operations abroad (excluding Canada) 
in 1971 amounted to $33-15 million, or 53 per cent of con- 
solidated net income. This year, with profit margins expected 
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to stabilize and the US economic picture showing some im- 
_ provement, an early resumption of earnings growth is anticipated. 
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Percent 
In Ireland š: 1971 1970 Changa 
RITISH industry has no monopoly of the move towards | Nesses > >» ware ie Vë 
industri On, , 
strial conglomeration: From Ireland the accounts of EES $110,499 $117,475 Së 
Waterford Glass for 1971 show the effect of major expansion 
of the group. Federal and foreign income taxes $ 48,300 $ $1,406 — $ 
In 1970 Waterford acquired John Aynsley & Sons (Longton), 
the British bone china company, and during the past year I | Per- Per- 
acquired in conjunction with. the House of Fraser, the Switzer | Net income: kas m 
. U.S. and Canada, . $ 29,248 47 $33,328 50 —12 
Group of Companies — a drapery and departmental stores - Brae aan pm ane om A: 
organization in Ireland. John Hinde, specialized printers of — — — — 
postcards and calendars, has also been taken under Waterford | Tr. + + t Z o S n DE 
control. During the current year, Waterford have taken over ' 
William Smith & Sons (1951), for several years distributors | Pershare . ` . $ 2.13 $ 226 -$ 
of both Waterford Crystal and Aynsley Bone China in Canada. 
Accordingly, the Waterford Glass group, in addition to being | Dividends per share of ` $ 440. $ 1.40 Se 
large-scale producers of the highest quality crystal glassware | 
and bone china, is now considerably involved in the distri- | Net additions to fixed assets . . . $ 25,922 $ 37,712 —31 
bution of a variety of high-quality products abroad, has an | Depreciation + . . SEN $ 153288 TI 
extensive interest in the retail trade in Ireland and has engaged TEE 
in specialized high-quality printing. Current assets . $318,506 $292,035 +9 
As a result of 1971 acquisitions, net assets rose from | Current liabilities aes eae SH 
£4,146,000 to £9,440,000, with fixed assets increasing by £6 | Working capital $143,610 $133,014 + B 
million both as the result Isition terford’ 
e S of se N e s and of Wa d’s Net Property, Plant and Equipment . $170,772 $162,360 + 5 
own substantial works expansion. During 1971 the group used — 
THE GILLETTE COMPANY AND SUBSIDIARY COMPANIES 
Consolidated Statement of Consolidated Statement of 
Income and Earnings Changes in Financial Position 
, Retained in the Business | (Thousands of Dollars) 
(Thousands of Dollars) 
Years Ended December 31, 1971 and 1970 Years Ended December 31, 1971 and 1970 
1971 1970 : 1971 1970 
s f Working Capital: 
Net sales - ° š $729,687 $672,669 “Net income u D Se , ! . I i $ 62,399 $ 66,075 
epreciation note e DEE , ' 
-Cost of sales . 292,931 255,094 Obsolescence. i, š š e i e 144 491 
— — Amortization š A ‘ š . š i 711 605 
Gross profit 436,756 417,575 = — 
da Funds eye or F parations s SR oe 
: Stock option and purchase plans e e A 
Operating expenses 315,224 296,609 i A 4 ditional ee? debe i 12 a7 H 27 4 Š 
š S md kaa eeng ncrease in taxes payable after one ent ; 
Profit from operations (note 10) 121,532 120,966 - Working capital of Gen oranie in pooling of interests — 227 
Sales and retirements of fixed assets . . š 5,195 3,026 ` 
Other income 3,636 7,883 Change in minority interest . "' š i. Sy x 198 (36) 
125,168 128,849 101,352 90,257 
Other charges, includi ing i interest expense S 9269. Application of Working Capital: I 
Purchase of fixed assets 31,261 41,229 
($7,750 in 1970) . : 14,469 11,374 Dividends desen : Pe * n Kat? KN 
410.899 117.475 ncrease in prepaid expenses ‘an ot er assets note h d 
: ' i Goodwill arising from ecquisitions (note 1} , . š š 6,902 969 
Reduction of long-term debt I S e 2,974 2,649 
Federal and foreign income taxes {note 2} 48,300 51,400 90,756 ` 88,605 
Net income: $2.13 per share ($2.26 in 1970) . š 62,399 66,075 Iiiris in Wofking Capital $ 10,596 $ 1,692 
i ; ; tani 222,741 197,575 Summary of Changes in ` | 
Earnings retained in tne business at beginning of year Working Capital- Increase (Decrease)? 
285,140 263,650 SE securities š I . e e e Va $(5, SEH 
ecervabies e e - e : * ` ` . ` + 
Deduct: inventories (3,622) séi 080 
Dividends declared: $1.40 per share =... 46,999 4059, Total Increase in Current Assets <a Gf oom ` ze 34,599 
Sere . Less: Increase in current liabilities . ee DES 15,875 32,907 
Earnings retained in the business at end of year ` . . $244,141 $222,741 Increase in. Working Capital Wi Ç š ; š . $10,596 ` $ 1,692 
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funds of ore ooo compas with {2,511,000 the year 
before. 

There will be more Waterton acquisitions in time, the boarde 
policy being to seek whatever opportunities there are in the 
areas of high-quality manufacturing and distribution: 


Changes in Wrenson Stores | l 


HANGE in the ownership of the majority shareholding of 

Wrensons Stores, of Birmingham, has wrought considerable 
change in group operating and accounting procedures. Minority 
shareholders are told by the new chairman, Mr Martin Green, 
that ‘the board is changing the methods of your company 
from the traditional way of trading through counter-service 
shops offering credit and delivery to a modern self-service 
discount operation’ — the Wrensons business is retail grocers 
and provision merchants. 

The new board considered the depreciation policy for fixtures 
and equipment ‘out of step with present retailing conditions’ 
and provision has been made ‘for accelerated’ depreciation of 
these fixed assets’. In view of the professional revaluation of 
the properties undertaken last autumn, showing the inevitably 
large increase over book values, it has been decided to add 
back the depreciation charges in the past on freehold properties 
and on leasehold properties with long leases, with those with 
short leases still being written off over the ‘duration of each 
lease. 

Freehold and leasehold properties with a book value of 
approximately £576, ooo were revalued at £1,122 „500. An in- 
triguing point in view of the changes being made in the com- 
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pany`s operating methods concerns the Wrenson symbol on the 


cover of the accounts. This is a letter ‘W’ with the word ‘Service’ 
across it. Perhaps this should now be changed to ‘Self Service’. 


GKN 


` OOD intentions do not always have the desired. effect. 
Guest Keen & Nettlefolds meant well in their preliminary 
figures in attempting to explain “a significant change affecting 
the comparison of the results of 1971 with those of 1970’. 
The changes turned on the increase in the group's interests in 
three companies: Uni-Cardan AG from 39°5 per cent to 587 per 
cent, Bound Brook Italia from so per cent to roo per cent and 
Presmet Corporation (USA) from 33:6 per cent to roo per cent. 
In 1970, it was explained in the preliminary figures, these 


‘were associated companies and the group’s proportion of 


their results was included in the accounts from the profit- 
befor2-tax stage. Having become subsidiaries in 1971, their 
total turnover and profits are, from the beginning of that year, 
included in the accounts at each stage to the total net profit 
after tax (the profit attributable to outside shareholders in 
respect of the year being eliminated thereafter). 

And then ‘to assist comparison’ there followed a statement 
showing ‘how the group results for 1971 would appear with the 
three companies referred to included on the same basis as in 
1970 but reflecting the increased group ownership’. Wouldn’t 
it have been better to have left the 1971 figures as they were 
and have adjusted the 1970 figures to the new scale for com- 
parison purposes? In other words, to have written up the com- 
oo rather than to have written down the new figures? 


I `> 
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THE GILLETTE COMPANY AND SUBSIDIARY COMPANIES 
Consolidated Balance Sheet (Thousands of Dollars) 





' 
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' I December 31, 1971 and 1970 


Assets 
1971 . 1970 
Current Assets: ! 
. Cash, including time deposits of $20,870 ($14,986 in 1970) . $ 39,994 $ 30,955 
Marketable is at cost aire pared ces market » 
value . . 5,672 4,216 
Receivables, less ESA of $3, 265 ($2, 760 i in 1970) 140,452 120,854 
f Inventories, at the lower of cost or market: i 
, Raw materials and supplies . 38,594 41,990 
Work in process z 2: ; s i 20,927 20,329 
Finished goods . š : e š šI. ` ue 72,867 73,691 
Total inventories 132,388 136,010 
- ‘+ — Total Current Assets Së 318,506 292,035 
Due from Employees under Stock Purchase and Option Plans . 990 1,298 
Property, Plant and Equipment, at cost: I 
Land 11,863 11,498 
Buildings š 87,028 86,082 
Machinery and equipment 154,429 136,937 
. 253,320 234,517 
Less accumulated depreciation (note 9) 82,548 72,157 
! Net Property, Plant and Equipment o ; 170,772 162,360 
Prepaid Expenses and Other Assets (note 1) : š x 20,288 11,808 
Patents and Tradernarks, less amortization 3,319 3,819 
Goodwill (note 1) ; ; 41,577 34,744 
l $555,452 $506,064 


—a x< 





See accompanying Notes to Financial Statements 
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Liabilities and Stockholders Equity | | i 
1971 1970 
Current Liabilities: i ` 
Foreign loans payable $ 56,934 $ 46,723 
Accounts payable š A 36,686 34,632 
Accrued liabilities ER ©. 47,925 42,026 
Dividends payable . _ . š š 10,251 10,240 
Federal and foreign income taxes (note 2) 23,900 z 25,400 ` 
Total Current Liabilities 174,890: | 159,021 
Federal and Foreign Income Taxes, payable after one year (note2) 77,800 11,000 
Long-Term Debt (note-3): 
Convertible debentures . _ 50,000 50,000 
Other... we 20,090 . ` 10,188 
' ` "Total Long-Term Debt . 70,090 60,188 
| Total Liabilities . . 256,786 230,209 
Minority Interest 2,176 1,978 
Stockholders’ Equity (notes 3, 4, 6 and 7): 
Common stock, par value $1.00 per share:. 
Authorized 35,375,228 shares 
issued 29,324,975 shares {29,297,825 in 1970) , ' 29,325 29,298 
Addit onal paid-in capital (note 5) . * 24,140 23,053 
Earnings retained inthe business . Ve 244,141 222,741 
' Ea 297,606 275,092 
ess ommon stock SES? in ay at cost-~37,501 shares 
Cp 315 in 1970) . e Be Zë 1,116 4,215 
l Total Stockholders’ Equity > . : 296,490 273,877 
| . —— >> —ƏÀ—- —aswasananeonaouwazwasusaqp 
| P $555,452 $506,064 
| . 
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THE GILLETTE COMPANY AND SUBSIDIARY COMPANIES 





Notes To Financial Statements 


` 1. Principles of Consolidation 6. Stock Options 
All subsidiaries of the Company are included in the consolidated financial statements, At December 31, 1970, a total of 501,800 unissued shares of common stock was 
The accounts of foreign subsidiaries have been converted at appropriate U.S. dollar reserved for issuance to key executives under the Company's Stock Option Plans, 
equivalents on a basis consistent with prior years. During 1971 stockholders approved the 1971 Stock Option Plan, under which 
600,000 additional shares were reserved for issuance. Options for 27,150 shares : 
On July 28, 1971, the Company purchased all of the outstanding stock of Welcome were exercised, and cptions for,80,250 shares previously reserved for issuance under 
Wagon International, Inc. and its affiliate Welcome Wagon Ltd. (Canada) for stack option plans were cancelled and the shares removed from reservation. At 
$7,650,000, of which $5,400,000 was paid in cash in.1971. The balance of $2,250,000 December 31, 1971, 934,400 unissued shares were so reserved, of which 523,200 
is to be paid in cash subsequent to 1971. Of the total, $6,460,000 has been charged were available for future grants, and 471,200 were available for options granted 
to goodwill and is being amortized over a 40 year period. The operations of these but not yet exercised. | i 
companies, included from the date of acquisition, had no material effect on ` Changes during 1971 in the number of unissued shares reserved for options granted 
consolidated results. z e but not yet exercised are summarized below: I 
]n December 1971 the Company purchased a 48% interest, the maximum permitted Number of Option Price Range 
by the French Government, in the S. T. Dupont group of companies for Options granted but not exercised ac Shares per Share 
approximately $4,600,000 in cash. December 31,1970 . . . .  . 504,800 $28,50-61.00 
The Company also purchased, shortly before year end, for $2,500,000 in notes, Add: Options granted . ; . ; 76,800 ` 36.81-40.86 
100% of Anant, S. A., a Swiss corporation which holds rights to manufacture and 78 600 
sell Cricket disposable lighters outside France and former French territories. hee te wad 
. oe . ; comer Deduct: Options exercised . š ; 27,150 32.25-39,67 
The $7,100,000 paid for Dupont and Anant isincluded in “Prepaid Expenses and S . 
Other Assets” in the consolidated balance sheet, pending the determination of Options canceled i ` I 80250 37.67-61.00 
goodwill. The operations of these companies are not included in consolidated . 107,400 
results for 1971. Options granted but not exercised at — 
December 31, 4971 , š : š . 471⁄200 28.50-61.00 


7. Pending Acquisition 
A maximum of 278,667 shares. of the Company’s common stock has been reserved fer 
issuance in connection with the acquisition of all of the outstanding stock of 
Buxton, Incorporated. This transaction is expected to be completed in 1972, 


2. income Taxes 
Federal and foreign income taxes payable after one year include $8,295,000 in 1971 
and $6,291,000 in 1970, representing taxes deferred to future years resulting 
primarily from the use of accelerated methods of depreciation for income tax 
purposes. The Company does not provide for Federal income taxes on unremitted 8 
foreign earnings which have been either permanently invested or held for 
permanent investment. 


Pensions 


The Company has in effect a noncontributory pension plan for substantially all of 
its domestic employees. Various pension plans are also in effect for certain 


Federal income tax returns have been examined through the year 1962 and final subsidiaries operating in foreign countries. 
settlement made. An examination of tax returns for the years 1963 through 1966 The total amount charged to expense in 4971 for all Company-sponsored pension 
has been completed, but final settlement has not yet bean made. An examination: plans, computed primarily under the eggregate method, was $4,540,000. 


of tax returns for the years 1967 through 1969 is in progress. In the opinion of 


Sa R Se E The Company’s general policy is to fund pension costs. Exceptions to the general 
management adequate provision has been made for all income tax Habilities. 


policy are not significant. 


S 9. Depreciation 
e Depreciation is computed primarily on the straight-line basis over che estimated 
3. Long-Term Debt S useful lives of assets and amounted to $17,510,000 for the year 1971. 
In 1968 Gillecte International Capital Corporation, a wholly owned subsidiary, 
issued $50,000,000 principal amount of 42% Convertible Debentures, due 1982, to 10. Nonrecurring Items 
investors outside the United States. The debentures are guaranteed by The Gillette A total of $7,249,000, representing the operating losses of Eve of Roma and Sterilon, 
Company and are convertible into common stock of The Gilletce Company at which were discontinued, was chargec to “Profit from operations’ in 1970. A 
$67.50 per share, subject to certain anti-dilution provisions. The Company may, provision of $2,286,000 for costs of liquidation of these businesses was included in 
at its option and under certain conditions, redeem the debentures in whole or in “Other charges” in 1970. 
part. A total of 740,740 shares of common stock has been reserved for issuance “Other income” in 1970 includes a nonrecurring amount of $2,800,000 for the use of . 
upon conversion of the debentures. certain patents owned by the Compary. 


Other long-term debt outstanding at December 31, 1971, representing borrowings 


; g Í $ . S S Gem Oe 11. Litigation 
in connection with foreign operations, is due in varying instalments, principaily 


Ë š A ; In February 1968 the United States Department of Justice filed a Complaint against 
through 1981, at int t rates ra rimarily between 4% and 11%. The i ` 
xe RE M ⁄° e The Gillette Company seeking that the Company be ordered to divest itself of its 


aggregate amount of maturities of such long-term debt for each of the following ; š i h . f OA 
terest in B e 
five years is: 1973—$4,670,000; 1974—$2,465,000; 1975—$1 ,549,000; za N ao AG. For information relating to this litigation, see page 25 [Not 


1976— $4,911,000; 1977—$1 493,000, - 





Auditors’ Report 


The Stockholders and Board of Directors 
The Gillette Company: 


4. Authorized Preferred Stock 
At December 31, 1971, 1,000,000 shares of preferred stock without par value were 
authorized but unissued. 
We have examined the consolidated balance sheet of The Gillette Company and 


subsidiary companies as of December 31, 1971, and the related statements of income 
and earnings retained in the business and changes in financial position for the year 





A -i i ded D ee ae ; : 
S „Additional Pald-in Capital pee S See 31 then ended. Our examination was made in accordance with generally accepted 
; 19; 70 auditing standards, and accordingly included such tests of the accounting records 
Balance at beginning of year . F R š - $23,053,000 $22,605,000 and such other auditing procedures as we considered necessary in the circumstances. 
Amounts arising from issuance of common stock under In our opinion, such financial statements present fairly the consolidated financial 
option plans ss. A . I : I : 4,025,000 488,000 position of The Gillette Company and subsidiary companies at December 31. 1971, 
KR Ee ` and the results of their operations and the changes in their financial position for the 
Amount arising from pooling of interests with North year then ended, in conformity with generally accepted accounting principles applied 
American Fashions, Inc . . ‘ e : : — 162,000 on a basis consistent with that of the srecading ‘year. 
Gains on sales of treasury stock ` e . . ` 62,000 98,000 One Boston Place Peat, Marwick, Mitchell & Co. 
Balance at end of year . ç š ; š . $24,140,000 $23,053,000 Boston, Massachusetts L 
—— February 18, 1972 Í og 
. : š 
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City Notes oo 


HE greater the industrial troubles, the higher the share 

index: this may seem to be an odd combination but that is 
not necessarily so — bad cause can have good stock-market 
effect. The bad cause of railway disruption could have the good 
effect of leading to the reinforcement of law and order and, 
in any event, the disruption has finally to be settled in terms of 
an inflationary wage award. 

But quite apart from railway troubles, the rise in share prices 
has owed, and still does owe, much to the sheer weight of 
money available for investment. What would slow down the 
rise in share prices would be a substantial rush of rights issues, 
but there is little prospect of such a development — at least, 
not of a size that will make much of an impression on the 
share supply situation. 

With the banks avid to lend, there is certainly no pressure 
from that quarter for the reduction of industrial borrowings. 
In fact, the banks are still waiting for industrial customers to 
use their unborrowed margins. 

With inflation still pressing, investment funds substantial, 
and the supply of shares tight, there seems little in the way of a 
further share price advance. But the quicker the advance, the 
sooner the market will need the backing of evidence (hat the 
Budget is beginning to work. And there is precious little 
evidence of that as yet. 


3⁄ Kä Ka 3 ` 


N the railway settlement and on the general trade union 

attitude will depend to a considerable extent the decision 
of the Confederation of British Industry on price restraint. 
The current agreement on a s per cent price rise limit runs 
out at the end of July, and rather than take any further initiative 
which may not bring any in response from the trade unions, 
the CBI has decided to postpone a decision on the matter of 
prices until the Council’s mid-July meeting. ‘Restraint’, as Sir 


John Partridge, the CBI’s President, has said, ‘cannot be a 
one-sided thing’. The railway situation is only one facet of the 
problem. An even more pressing matter could prove to be 
developing in the engineering industry where the main trade 
union is intent on disruption. 


E Së E E? 
HE take-over battle between Debenhams and United 


Drapery Stores has developed into one of those bitter 
affairs that only serves to show industry, commerce and the 


City at their worst. Deberthams’ shareholders have been sub- 


jected to ‘pollster’ style interrogation on United Drapery’s 
behalf, and it is difficult to imagine anything more calculated 


‘than that to strengthen Debenhams’ shareholders against the 


UDS bid, whereas the move was presumably made by UDS 
with the completely opposite intention. United Drapery pro- 
fess to know more about Debenhams than Debenhams know 
themselves, but in their bid manners UDS are succeeding only 
in generating considerable sympathy and support for Debenhams. 


Ko Kä 3 Ku 


HERE is general satisfaction in the City, as well as in the 

unit trust industry, that the M. & G. Group has joined’ the 
Association of Unit Trust Managers after thirteen years of 
non-membership. M. & G. originally took exception to the 
association’s rules on what were then called ‘block offers’ of 
units and on commission charges, and the group stayed out 
when the association was formed in 1959. Now the association 
has come round to M. & G.’s way of thinking and M. & G. 
has joined. 

It may be pointed out that the monthly figures of unit trust 
development regularly announced by the association contain 
the figures from all unit trust management groups, whether 
members of the association or not. 


RATES AND PRICES 


. Closing prices, Monday, April azth, 1972 


Bank Rate 
Nov. 18, 1967 oh se 8% Mar. 5, 1970 .. 71% 
Mar. 21, 1968 71% April 15, 1970 .. a A 
Sept. 19, 1968 éni e OG April x, 1971 ie ei JOS 
Feb. 27, 1969 ga ssc OS Sept. 2, 1971 eA ng Sy 
Treasury Bills i 
es 18 .. 437172 m 24 £43285% 
eb. 25 . £4°3600% ar. 30 4°3142 % 
Mar. 3 +» £4°3582% — April 7 4°3305 % 
Mar. ro -» £4°3495% April 14 £4°3038% 
Mar. 17 .. £4°3493% April 21 £42890 % 
Money Rates 
Day to day `.. SS 3—44% Bank Bills 
7 days 4t-48% 2 months 44-46 % 
Fine "Trade Bills N 3 months 44-44% % 
3 months .. DEEN 4 months 44-4-% % 
4 months .. S54 % 6 months 44-48% 
6 months .. 5t-5 $% 


Three Months’ Rates 


Local authority deposits 44-4 f 
Local authority bonds 44-45% 
Sterling deposit certificates 44-48 
Euro-sterling deposits 54-52 
Euro-dollar deposits .. 44-53 


Finance House Base Rate — April rst, 1972. 54% 
Retail Price Index (16.1.62==100) 160°3 (from 159°8 15.3.72) | 


Tax Reserve Certificates (3.1.72) Personal 34% `: 
(Company certificates no longer on offer.) 


Foreign Exchanges 
New York 


e 2-6ooo Frankfurt 8:3o24 
Montreal 25045 Milan 1524°00 
Amsterdam 8:3862 Oslo 17'2350 
Brussels IIS'I2 Paris I3'I45O 
Copenhagen I8:2575 Zürich 10°0875 

Gilt-edged 
Consols 4% 46} Savings 3% 65~75 93% 
Consols 24% 29$ Treasury 9% 1994 104% 
Conversion 34% 41 Treasury 81% 87-90 .. 1033 
Conversion 54% 1974 100 Treasury 64% 1976 IOI 
Funding 34% 99-04 514 Treasury 34% 77-80 .. Bet 
Funding 4% 60-90 982 Treasury 34% 79-81 .. 83% 
Funding 54% 78-80 944 Treasury 5% 86-89 `. 76% 
Funding 54% 82-84 9rš Treasury 54% 08-12 .. 69} 
Funding 52% 87-91 81 Treasury 24% .. 294 
Funding 6% 1993 8i¢ Victory 4% 992 

or War Loan 33% 424 


Funding 64% 85-87 
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| ‘The Association of Certified Accountants 


HE sixty-seventh annual general meeting of members of 

The Association of Certified Accountants was held in 
London last Tuesday, April 25th. In the course of his address, 
| the President, Mr R. P. Crout, 
F.C.C.A., F.C.1LS., said: 

Our financial position, so far as 
concerns the year in isolation, is 
not unsatisfactory; but it is neces- 
sary also to look ahead and I 
recall that my predecessor, Mr 
Lediard Smith, foretold that at this 
annual general meeting we would 
almost certainly be asking you for 
an increase in subscriptions. In 
the event, we were obliged to 
seek your help sooner, and an 
extraordinary general meeting was 
held on December 16th last to 
authorize increased subscriptions 
[The Accountant, December 23rd, 
1971]. May I repeat our regret for the relatively short notice at 
which we were compelled to do this, but in the light of our 
plans for future development we were faced with the unenviable 
alternatives of seeking increased subscriptions effective this 
year, or the certain prospect of making considerable inroads in 
our reserves. The Council greatly appreciates the support that 
you gaye us on that occasion, particularly as the increases in- 
volved were not unsubstantial and also involved certain further 
"increases in respect of 1973. 

Some members have criticized us for not mentioning at that 
extraordinary general meeting our proposed programme of 
television advertisement. In all matters of public relations, it is 
sensible to get the benefit of as much free publicity as possible. 
Television advertising by a professional body was then, and is 
still, a novelty. So far as we know, we are the first professional 
body in the world to make use of this medium; therefore we felt 
fairly confident that we could obtain a great deal of publicity 
for the Association in the form of press comment. 

But that possibility would have been entirely jeopardized 
had we released the information prematurely. Therefore we had 
to remain silent and, in the event, our expectations of free press 
publicity were amply realized, as you will all have seen. 





Membership 


Well over goo new members joined the Association last year. ` 


That, coupled with a figure of nearly 800 in 1970, is a matter 
for considerable satisfaction though not, I would suggest, for 
excessive self-congratulation or complacency. The larger we 
become, the greater our recruitment must be in order to main- 
tain an adequate rate of progress, but we can at least feel that so 
long as the annual figures remain at their present level, things 
are going reasonably well. ; 

It is perhaps hardly necessary to point out that our ability to 
maintain this level of recruitment, still more to- improve it, 
depends entirely on the success rate in the examinations. In 
recent years, the pass percentage has greatly improved; un- 


$ t 


Annual! General Meeting 


fortunately, there was a distinct set-back at the December 1971 
examinations, when performance was noticeably below that of 


. the preceding two years. The December results were particularly 


disappointing to us in view of the very great efforts expended 
over the past few years on the preparation of the examination 
papers themselves. 

As you will all be aware, we have now published an exposure 
draft of our proposed new examination syllabus. Although there 
is added emphasis on management topics, this syllabus still 
retains all the essential features of a full professional qualification 
in accountancy. It has been suggested in certain quarters that 
the general nature of the new syllabus may have the effect of 
putting our statutory recognition at risk. The Council has already 
issued a press statement on this matter [The Accountant, 
March 16th] and I would like to take this opportunity of telling 
you with all the emphasis at my command that we’ have no 
intention whatever of jeopardizing our statutory recognition. 
The matter is not even in question. 

The new syllabus is published for observations and comment. 
We welcome consructive criticism from members, students, 
educationists and, indeed, from anyone who is in a position to 
help us improve it. May I ask that those of you who feel that - 
you have anything to contribute will let us have your comments 
as soon as possible, and not later than May 31st. Thereafter we 
shall proceed to determine the final form of the new syllabus, 
which, we hope, will then constitute the most advanced 
accountancy syllabus in the country. 


Diploma scheme 


This is perhaps also a convenient point to refer to our new 
diploma scheme which was announced only at the beginning of 
this month [The Accountant, April 6th]. The intention of the 
scheme is to provide a diploma in finance and accounting for 
other professional men who are members of non-accountancy 
bodies. 

We believe that many professionals such as engineers, 
architects and lawvers — to name only a few — are at one time 
or another conscious of a certain inadequacy in financial matters 
when they are called upon to ciscuss them either with manage- 
ment colleagues cr with their opposite numbers in other 
concerns. We believe that they would greatly benefit from a 
working knowledge of finance and accountancy to improve their 
appreciation and understanding of the financial side of their 
own activities and we know that many of them think so too. 
It is, therefore, this particular gap that the diploma scheme is 
designed to fill and we feel confident that it will succeed in so 
doing. i 

It is our intention to provide a course in preparation for the 
diploma examination. This will be mainly of a correspondence 
nature but will include certain periods of full-time study. 
Persons seeking the diploma will, however, be free to study for it 
in any way they wish and we are in course of negotiating 
appropriate facilities at certain colleges of further education. 

This leads me naturally to mention our new training division, 
which is designed to provide a wide range of courses and two- 
day seminars which we think will meet the requirements of 
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most members. The scope and variety of these courses and 


K 


Research 


seminars will be endarged from time to time as opportunity and 
expediency seem to suggest. This activity has, in turn, generated 
a demand for a number of new publications directed towards 
course requiremen-s and more than 20 of these are in active 
preparation. 


The report of the Council contains a fairly comprehensive 
summary of the activities of our technical and research com- 
mittee and its associated sub-committees. 

Technical activities of all kinds have grown enormously, and 
this fact alone makes it essential that we should have the 


advantage of the help of more of our members in this important. 
aspect of our activicies. May I therefore ask that other members 


will volunteer their services in this connection? It is perhaps as 
well that, at the same time, I should explain that a fairly high 


degree of expertise is essential if such assistance is to be truly’ 


effective. I say this in no derogatory or critical sense, but rather 


- to avoid disappointment to those who, though very willing to 


assist, are perhaps not yet sufficiently experienced for the. very 
high level of the work that is being done. 

It would be a grievous omission if I failed to acknowledge 
the services of those members of the Association who already 
assist us. The Council is profoundly grateful for this help, which 
involves the experditure of so much time and trouble on’ the 
part of our helpers. As President of the Association and a 
member of the technical and research committee myself, I am 
in a position to kncw precisely wkat is involved and I can assure 
all those upon whcm we have leaned so heavily in the past that 
the Council is conscious of a deep debt of prantude i to them. 


. The Budget 


Reductions in taxation are always welcome, but ees seems to 
be at last a recognition in government circles that even taxation 
is subject to the lew of diminishing returns, which operates in 


` respect of taxes thzough diminishing activity, with all that this 
. painful process entails.. As I said last. November and ‘sub- 


sequently, perhaps we have seen the end of the dangerous 
` doctrine of controling inflation Dy increasing taxation. Let us 


hope so, for not orly did we get higher and higher taxation, we 
also had runaway mflation.as well. year after year we were told 
that the disease required unpleasant medicine — which, duly 


. swallowed, merely increased the symptoms. If we still have the 
- disease, at least the change of treatment should give the patient 


a lift. 


‘Turning to specific measures, VAT seems to have been kept 
as simple as one might reasonably have expected. There must 


-inevitably be some teething troubles, but HM Customs and 
. Excise have expressed readiness to ‘continue the helpful con- 


sultations that have already taken place. This sensible attitude 


teething troubles. 

Income tax and surtax, now to be untfied into one ayetan of 
personal taxation, is another sensible step. My predecessor 
referred to this las: year. I cannot resist the comment, however, 
that the Chancellor now takes credit for the fact that this alone 


` will save between 10,060 and 15,000 civil servants. When the 
-. Association first proposed it, we were told that no savings of this ` 


nature could be expected. - 

The imputation system of corporation tax is the one which 
commended itself most to our profession, and it really represents 
a reversion to something approximating to the old system which 


. is now coming to De preferrad in Europe. It will still be neces- 
sary to deduct. tax from charges and account for this to the - 


Inland Revenue, but it is to be hoped that very considerable 
administrative economies will thus prove ee 
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Death duties 

The wildly inequitable nature of estate duty has now apparently 

been recognized, at least by the present government. Some 

mitigation of its evils has already been introduced by the increase 

in. the exemption threshold to {£15,000 and the, [further] 

exemption for property left to a surviving spouse up to-£15,000. ` 
Even these reliefs, however, present anomalies; what about 


- the survivor, for example, of two sisters? Moreover, it is evident 


that the Government is very much undecided as to what to do. 
The Green Paper [Cmnd 4930, The Accountant, March 3oth], 
mentions various possibilities: a combination of estate duty 
and legacy duties, the replacement of estate duty by inheritance 
duty at flat or varying rates, and affected or not by consanguinity. 
As accountants we shall be giving this matter the most careful 


. study, but may I venture here one plea; if our history of tortuous 


and, indeed, tortured tax systems has taught us anything, it is 
that a little theoretical inequity is a price well worth paying for 
pusay. 


Future of the Association 


The uncertain void left by the failure of i integration has affected 
the whole profession. It has involved on the part of all the bodies 
concerned a good deal of re-thinking, coupled perhaps — and 
understandably — with some measure of uncertainty. 
‘Nevertheless, I think that the contents of the annual report 
will provide you with some reasonable assurance. that the 
Association is actively and constructively planning for its future 
development. We have other projects in mind which will be 
announced in due course, but I am not in a position at present 
to say more than that both those activities already announced 
and those still to come all have one thing in common - they are 
designed to generate revenue for the Association. This happy ` 
outcome will not, of course, be discernible immediately, but we 
are confident that in due course they will be able to make a 
significant contribution to the Association’s wider activities. 
jou would no doubt like. some information about our 


proposed petition for a Royal Charter of incorporation. I am 


happy, therefore, to be able to tell you that this matter is 
progressing satisfactorily and that we are in contact with the 
Privy. Council. ~ 
The procedure, however, is s that even after we have produced 
to the Privy Council office acceptable drafts of the petition, the 
Royal Charter and the relevant bye-laws, it will still be necessary 
for these draft documents to be approved: by the Association 
In general meeting before they can be submitted formally to the 


Privy Council. The matter is in hand and we shall advise you 
` further as soon as it is possible to do so. ` 


NEW COUNCIL MEMBERS - 


The following members of the Association not in public 


practice were elected as new members of the Council: Mr F. E. 


' can only be to the benefit of all and should do much to minimize : Bleasdale, a.c.c.a. , treasurer, Esso Petroleum Co; Mr Desmond 


Goch, F.C.C.A., A M.B. I.M., commercial director, Flexile Metal. 
Co; Mir M. J. Hammond, F.C.C.A., chief accountant, 

McCorquodale Group; and Mr A. E. Singer, F.C.C.A., finance 
director, Tesco Stores ene) 


| 


Report of the Council for 1971 © 


We zeproduce the following extracts from the annual réport: 


Students and Graduates 


The number of students and graduates on the -register at 
December 31st, 1971 was 25,107. During 1971 there were 
6,127 néw registrations and 18,980 renewals. 

IT he number of new applications to sit the - Association’s 
examinations received during the year was 7,688 as comba 
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with 6,767 in 1970. The number of candidates sitting for the 
June and December 1971 examinations totalled 25,693 of whom 
IL,IQI (43 per cent) passed. 


Examination syllabus 


In the field of modern business management the accountant 
has in recent years been losing ground to his managerial col- 


leagues. The need for increased emphasis on the principles of. 


effective management in the education and training of account- 
ants has become increasingly apparent. The Association has, 
therefore, prepared a new syllabus of examinations which is 
strongly management orientated. This was issued as an exposure 
draft in March 1972 for comment by teaching institutions, 
industry and commerce, members, students and others. All 


such comments will be carefully considered before the syllabus ` 


is put into its final form and it will then become effective 
probably about the middle of 1974. 


Professional indemnity insurance 


The Council regrets that premiums under the special profes- 
sional indemnity insurance group scheme originally introduced 
in 1965 have again increased during the year, though negotia- 


tions conducted by the scheme’s brokers have at least ensured . 


that such increases were kept to a minimum. It must be realized, 
however, that the market for this type of insurance is a very 
narrow and sensitive one and that the insurers have become 
increasingly selective where mixed firms are involved. Neverthe- 
less, the Council is assured that quotations for the current year 
though higher than previously, are still the best available, 
particularly by reference to the range of cover provided. 

Though the cost of professional indemnity insurance is thus 
increasing, the Council desires to emphasize to members that 
even this is preferable to a substantial claim and therefore 
urges all members to ensure that their cover is adequate to the 
conditions in which practising members now work. It is the 
view of the Council that in no case should such cover be less 
than £25,000. 


Public relations 


‘The Council’s public relations policy as outlined in Future 
Plans is now well under way. A national press campaign 
launched during the autumn of 1971 was centred round the 
‘personality of John Smith, F.c.c.A., Financial Specialist 
Extraordinary. 

This was followed early in 1972 by the first of a series of 30 
second advertising spots on London Week-end Television 
which will continue until April. In the later screenings there 
will be a change of emphasis towards recruitment. One of the 
great advantages of this method of advertising is that a fairly 
accurate assessment of its effectiveness can be made. An initial 
survey conducted before the first showing confirmed that there 
was, indeed, an unacceptable measure of lack of awareness of the 
Association and its members despite the substantial sums 
expended in the past on press advertising. Subsequent surveys 
will be therefore of the greatest use to the Council in planning 
future activities in the public relations field. 


Technical activities 


During the year the government issued Green Paper on 
value added tax and on the reform of corporation tax. The 
taxation committee and its relevant working parties have con- 
sidered the Government’s proposals, and memoranda of sub- 
missions have been sent by the allied accountancy bodies to 
the Boards of Inland Revenue and Customs and Excise. 

A memorandum of comments on the Finance Bill 1971 was 
submitted by the allied accountancy bodies to the Chancellor of 
the Exchequer in May 1971. [The Accountant, June roth, 1971]. 
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The technical department is faced with a continually- 
increasing volume of work, nct only in the spheres of taxation 
and company law but also in areas of modern management. 
Members who are genuinely interested in the technical activities 
of the Association, and who would like to assist by serving on 
ad hoc sub-committees or working parties dealing with subjects 
in which those members have z particular interest and expertise, 
are therefore urged to contact the Technical Director. The 
Council again desires to record its sincere appreciation of the 
assistance of those members who already contribute towards 
this work. 


Accounting standards 


On November Ist, 1971, the Association and The Institute of 
Cost and Works Accountants became members of the Account- 
ing Standards Steering Committee and will therefore co-operate - 
in the preparation and issue of future exposure drafts and 
definitive statements. 


Universities and the accountancy profession 


The joint standing committee of the universities and the 
accountancy profession was originally based on the McNair 
scheme and was restricted tc the degrees of universities in 
England and Wales. In 1969, however, the scope of the com- 
mittee was enlarged to include degrees of universities in Scotland 
and Ireland, as well as degrees awarded by other institutions 
under the CNAA scheme. At the same time the name of the 
committee was chenged to the Joint Standing Committee on 
Degree Studies and the Accountancy Profession in order to 
reflect this enlarged interest and its membership was considerably 
widened. 

During 1971 further thought has been given to the whole 
concept of the McNair scheme and it is now proposed that this 
should be abandoned in favour of a more comprehensive 
scheme allowing for greater scope in the exemptions available 
to graduates and the possibility of the holders of certain approved 
degrees being able to qualify for membership of one or other 
of the professional bodies represented on the Joint Committee 
by sitting a single special examination and, of course, obtaining 
the necessary practical experience. 


The Association’s future 


The Council’s policy statement entitled Future Plans was dis- 
cussed by a meeting of district society representatives on 
March roth, 1971. Within the framework of this policy a ten- 
year corporate plan has been developed. The principal aim of 
this plan is to achieve widespread recognition that the certified 
accountant holds a high level qualification in professional 
accountancy, both as an executive accountant in business and 
as a business consultant in practice. The principal objective of 
the ten-year plan is a membership increased to 30,000 by 1981. 
Within the framework of the ten-year plan and the strategic 
policies by which it will be implemented, a medium-range 
three-year plan for 1972-74 has been prepared. The three-year 
plan envisages a substantial development in both the training 
and publications divisions; and a significant increase in the 
activities of the appointments bureau of the Association. 


Deaths of former Council members 

During 1971, the Council learned with regret of the deaths of 
two former members of Council, Mr W. E. Stepto and Mr 
W. Jackson. 


Resignation from Council 


Mr A. M. McCune has intimated his desire to resign from the 


Council with effect from the date of the annual General meeting. 
° 
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The Council desires to record its appreciation of Mr McCune’s 
services to the Association, its sincere regret at his resignation 
and its best wishes for the future. 


Auditors 


The Council accepted with regret the resignation from the 
office of joint auditors to the Association.of Mrs F. A. Emmeyson 
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and Mr E. T. Westmacott and desires to record its appreciation 
of tke services of Mrs Emmerson and Mr Westmacott in that 
capacity over the last twenty-eight years. In order to fill the 
vacancy thus arising the Council appointed Mr E. Carter, 
B.COM., F.C.C.A., and Mr R. E. W. McCarthy, F.c.c.a., who, 
being eligible, will be proposed for formal election as joint 
audicors at the annual general meeting. 


The London and District Society 
of Chartered Accountants 


Report of the Committee 1971 — 72 


Extracts from the annual report of the Committee of the Society, to be presented at the 
annual general r-eeting at Chartered Accountants’ Hall on May 78th, are 


reproduced belovv. 


Membership 

HERE are 11,196 members of the society. This represents 

78 per cent o? the membership of the Institute in the area 
of the society. In zn endeavour to encourage those not registered 
with the society zo take up membership, the programme of 
events was sent tc all Institute members living or working in the 
area of the society. In addition, cocktail parties have been held 
to which newly-q.alified members of the Institute have been 
invited, when the advantages of membership of the society 
were brought to t3eir notice. 


Branches and groups 


An objective of your committee during the year has been to 
foster the formation of branches and groups. A separate sub- 
committee under the chairmanship of Brian Basden has been 
actively engaged in this task, and as a result groups have been 
formed in West London, North-west London and North Lon- 
don. In addition =pecialized groups on business studies, public 
companies tax and Central London small practitioners have 
been formed. 

We are very pleased that the Croydon group was officially 
recognized by the Council as a ranch during the year, and we 
hope their success will be emulated by further groups in the 
future. 

A meeting was neld with representatives of discussion groups 
in order to ensurz that every avenue is explored to make these 
groups successful. 


Secretariat 


Our secretariat is unchanged from last year. Peter Gilbert, our 
Assistant Secretary, has devoted a considerable amount of 
time to education, recruitment and the formation of the new 
groups, while Sue Hudson’s energies have made our conferences 
and courses so suzcessful. The committee is indebted to Wilbur 
Cocke and his team for all their efforts over the past year. 


. Public relations 


A new subcommittee under the See of Eddie Ray 
was formed durir2 the year to develop a public relations policy 
for the society. We believe that- the image of chartered ac- 


countants, and our society, will be improved through successful 
° 


publicity, and the considerable increase in references to the 
society’s activities in the accountancy press is directly attribut- 
able to the subcommittee’s efforts. 


London Regional Technical Advisory Committee 


The tecknical work of the society is controlled by our Technical 
Advisory Committee under the chairmanship, for the current 
year, of Jack Whinney. The purpose of the committee is to 
assist the Institute’s work in the technical field, either in the 
critizism and amendment of exposure drafts or technical papers 
sent down from the appropriate committee of the Institute, or 
from the study of technical matters which may be raised by 
members, and which can subsequently be submitted: to the 
Institute. 

Our Technical Advisory Committee is subdivided into the 
Taxation Committee, and an Accounts and Audit Committee 
which deals with all other matters. A considerable number of 
members are co-opted to these committees in order to bring 
together the knowledge and experience necessary to comment 
constructively on the technical papers. 

During the year reports have been prepared on the following 
subjects: 


F:nance Bill 1971. 

Earnings per share (revised). 

Taxation anomalies and difficulties. 

Disclosure of accounting changes. 

Extraordinary items and prior-year adjustments. 

Reform of corporation tax. 

Stock and work in progress. 

Accounting for changes in the purchasing power of money. 
Accountants’ reports for prospectuses: Absence of detailed 

stock records. 

Professional liability of accountants and auditors. 
' Accounting for depreciation. 


Technical Advisory Committee of the institute 


Our society is represented on the main Technical Advisory 
Committee of the Institute by six members. In addition, for 
197:~72, Norman Cassleton Elliott has been chairman of the 
main- Technical Advisory Committee, 

This representation by committee members on the Technical 
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Advisory Committee ensures good communications on technical . 
matters between the Institute and your society. 


Programme of courses and conferences 


Your committee endeavours to provide events which offer 
members an opportunity both to keep abreast of current law 
and practice, and also to meet socially to exchange views and 
ideas. Your committee regard the maintenance of a varied and 
exciting programme of courses and conferences as an essential 
‘part of the society’s activities and has already prepared the 
programme for 1972~73, details of which will be sent to all 
members in August. 

These activities demand a considerable amount of time and 
effort by all committee members, and the result has been very 
good indeed. The courses and.conferences offered by the society 
are well known for their competence and authority and are 
offered to members. at a lower price than can be obtained 
elsewhere. 

The Public Relations policy subcommittee has endeavoured 
to encourage a larger social participation by our members and 
has arranged a dinner for members and their ladies in December 
of this year. This will provide an opportunity of dining in 
Chartered Accountants’ Hall and inspecting the unique collec- 
tion of modern silver. 

An innovation for the current year has been a six-a-side 
soccer competition played at Sidcup on Sunday, March 26th, 
1972, and we must congratulate Singleton, Fabian, Derbyshire 
& Co who won the cup, beating Arthur Young McClelland 
Moores & Co by two goals to one in extra time. 


Students activities and recruitment 
CASSL 


The Chartered Accountant Students’ Society of London has 
maintained a close liaison with your committee by representation 
on the committee and by discussion of its finances with our 
Finance Subcommittee. 

The London Students’ Society is to be congratulated on its 
successful communication with its members through the Green 
Pages, and we hope that their participation in the social and 
„technical activities which have been arranged will encourage 
them to continue to take part in the activities of our society after 
qualification. 


Recruitment 


Meetings ‘have been held for pupils, parents, teachers and 
careers officers. The most successful type of meeting has been 
the day course for sixth formers, where they have been given an 
opportunity of visiting firms, and hearing talks. upon our 
profession. 

Recently a tape-recorded talk on a career in accounting has 
been linked to a presentation of slides, and it is proposed to 
bring this to the attention of schools in the London area. 


Education 


This subcommittee is mainly concerned with representing 
members’ views on the various educational policy documents 
issued by the Institute. During the year it circulated 300 firms 
_in the society area asking for their views on the particular 
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aspects of the Insticute exposure eats ‘A Policy for Education 
and Training’. Some 39 firms replied; a summary of their views 
was submitted to the Institute and was reported in The Ac- 
countant [November 4th, 1971, issue]. 

The subcommittee has also >rovided the chairman and two 
members of the Lendon joint working party of members and 
students investigating the adequacy of facilities for the education 
of students in the London area. The working party has recently 
submitted its report to the Institute committee which is co- 
ordinating this particular project. 

Representatives of the subcommittee have also met with 
representatives of the London Graduate School of Business 
Studies, the London School of Economics and the City Univer- 
sity in order to examine the possibility of greater co-operation 


_ with these bodies, especially in the fields of post-qualification 


education and research. A number of ideas have been formulated 
which the committee will be exploring in greater detail during 
the coming year. 


Finance 


The surplus of income over expenditure for the year ended 
December 31st, 1971, amounted to £225 compared with the 
deficit of £93 in the previous year. 

The costs of acccmmodation have increased, due. to the rise 
in the rent payable to the Institute for our offices and meeting 
rooms. 

The increased activity of the society in the field of recruitment 
and branches and groups has been reflected in a rise in expendi- 
ture under these headings. The balance sheet has been changed 
this year to reflect the money received from members in advance 
of programme events, and which is lent to the Institute interest- 
free. In previous years these amounts have been mentioned by 


= way of note. 


The future 


The Institute set up during the year an ad hoc working party 
under the chairmanship of David Richards to make recom- 
mendations upon the future organization and financing of 
district societies. Your committee is now examining this report 
and is making its representations to the Council of the Institute. 
I am sure that the results of our deliberations will strengthen 
the district society organization, and that we are well organized 
to carry out any other functions which may be required by the 
Council. Nevertheless, your committee will welcome any 
constructive criticisms of its work, and I hope that the annual 
general meeting on May 18th, will provide such an opportunity 
to members. As has been mentioned with the notice of the annual 
general meeting, Kenneth Wright, Vice-President of the 
Institute, is talking to us after the formal business regarding the 
member in commerce and industry, accounting for inflation, 
the accountant in practice and the role of the Institute. I hope 
members will take this opportunity also to express their views 
with regard to the working of the Council, and the Institute as 
a whole. 

I should like to take this opportunity of thanking members of 
the committee and the society for the tremendous support I 
have had during my year in office. KENNETH BISHOP, 


Chairman. 
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Letters 


New Company Formations 


Sir, — I am greatly concerned about the recent increases in the 
time taken to incorporate new companies and to answer 
inquiries about the availability of proposed names. I realize 
the inconvenience it is causing to all concerned with such 
matters and I assure your readers that I am far from com- 
placent about the situation. 

The cause of the delay — which unfortunately shows every 
sign of increasing — is the extraordinary increase in the number 
of applications during recent months, During the whole of 
1971 we dealt with approximately 140,000 applications for 
names. During the first 13 weeks of 1972 we dealt with 45,185 — 
an annual rate of over 180,000 — and in addition at the end of 
that pertod some 13,500 cases were in hand. At annual rates 
these together represent an input of over 230,000. | 

There seems to be no sign of a slackening in the rate of demand 
— new incorporations are currently being requested at an annual 
rate of over 60,000 — and although I am receiving and training 
additional staff I am afraid I car hold out little hope of a rapid 
reduction in the present delay of at least six to seven weeks 
between the date of receipt of applications and that of clearance 
or registration as the case may be. 

I assure your readers that all other possible means of coping 
with these increased demands are being employed, but work 
loads in other areas of the office also continue to increase — 
mortgage registrations are running at about 80 per cent above 


1971 levels, receipts of other documents at over 50 per cent. 


and public searches at over 30 per cent above — which leaves 
me little room for re-deployment. 
Yours faithfully, 


R. W. WESTLEY, 


London ECY. REGISTRAR OF COMPANIES. 


Value Added Tax 


Sir, — I have read with interest the various articles on this 
subject, and I am still trying to find the answer to one practical 
problem. 

There are going to be over one million fade registered 
for VAT who have not previously been registered for purchase 
tax, and who do not usually make out invoices for sales over 
the counter. Many of them keep reasonable records, but 
some retailers’ records do not balance precisely. How are they 
to be educated to keep adequate files of VAT input invoices and 
sufficiently accurate records of VAT output sales, with or 
without invoices, to enable them to make quarterly returns to 
the Customs and Excise which will be found to be satisfactory 
on inspection? Who are they going to turn to for assistance, 
except their professional auditors? 

There are probably five thousand firms of auditors in the 
United Kingdom, which I make an average of two hundred 
retailers per professional firm. My imagination boggles at the 
_ thought of having 800 VAT returns to look at annually, and I 


cannot think of any professional firm of my acquaintance which | 
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would have the staff time available to deal with this, even 
charging prohibitive fees. 

. How much simpler it would have been to let VAT rémain 
at the wholesale level for goods supplied, extending the range 
as thought desirable to goods not already chargeable with 
purchase tax, and to services. That way, the chargeable points 
would probably be less than 200,000 instead of over a million. 
To compensate, the VAT charge could be 12 instead of ro per 
cent. 

At present, purchase tax is charged at one point only on any 
item with exemptions up to that point in respect of dealings 
between registered persons. Goods which pass in this country 
from importer to manufacturer, to wholesaler, to retailer, will 
have seven plus or minus charges on the same goods. Further- 


. more, if, for example, a wholesaler supplies a gross of articles 


to a retailer there is one figure of calculation to tax; when 
the retailer sells, there are 144 items of tax charge to be ‘added, 
less one deduction for the supply. Even if daily takings figures 
are used there are still a substantial number of calculations to 
be made. 

To supervise all this an additional 5,000 or 6,000 inspectors 
will be recruited by the Customs and Excise. I know that 
unemployment is high at present, but there must surely be more 
useful ways of reducing it. 

Yours faithfully, 


J. ROSS, F.c.a. 


Manchester. 


Accounting Research 


SIR, — I have recently taken over the chair of the Research 
Coramittee of The Institute of Chartered Accountants of 
Scotland. What we are trying to do is produce a series of 
papers of immediate practical use to accountants dealing 
with current problems other than those being dealt with by the 
Accounting Standards Steering Committee. I would be grateful 
for suggestions from any accountants of whatever body as to 
whet would be useful to have, and equally of any offers of help 
in this endeavour. 

A research committee always sounds rather academic and 
‘head in the clouds’. It is certainly not the intention of Che 
Scottish Institute’s research committee to produce anything’ 
that is not of practical use. Please bear in mind that the Scottish 
Institute, while based in Scotland, has the majority of its 
members outside Scotland and is an international institute 
with an international outlook. . 
Yours faithfully, 


E. J. BADEN, 
Convener, 
London EC2. RESEARCH AND PUBLICATIONS COMMITTEE. 


[We shall be glad to forward correspondence to Mr Baden. _ 
poe 


Su rvey of Accounts Departments 


SIR, — I would be grateful if you would kindly allow me to use 
your correspondence columns in connection with a pilot research 
project we are shortly undertaking here at Warwick University. 
We are proposing to attempt to measure in money terms the 
routine outputs of an accountant’s department in an industrial/ 
commercial company. To do this we need to have available 
figurés both for the inputs (these will be mainly the wages and 
salzries of the department, rent, depreciation of office machinery, 
etc’, and for the quantity of the outputs, such as invoices, 
estimates, budgets, cost figures, monthly profit and loss 
accounts, etc. Ideally, these figures should be available for a 
series of time periods going back into the past. 

It may be that many accountants will not wish to have re- 
search staff in their office analysing their own costs and outputs, 


Í 


š THE: 
April 27th, 1972 | 


even though absolute confidence will be respected. Will anyone 
who may be willing, however, please contact me at: 
_ Fhe Department of Industrial & Business Studies, 
University of Warwick, Coventry CV4 7AL, 


as soon as possible. Yours faithfully 


R. F. J. DEWHURST, M.A., F.C.A., 
Coventry. Senior Lecturer in Finance. 


English institute's Annual Report 


SIR, — Bravo, John Lundy! (April 6th issue). His protest against 
the proposed increase to {£50 of the admission fee is well 
founded. It illustrates a peculiar dichotomy in the recent 
work of the Council: their seeming inability in decision-making 
to apply the simplest criteria of their-professional expertise. 

In principle, the admission fee should clearly be minimal, 
sufficient to reflect a pro rata allocation of the accumulated 
fund, plus an estimate of the administrative costs of admission. 
Consequently, even if the accumulated fund were computed 
on a current value basis, the present scale of {21 is demon- 
strably adequate, and I for one would prefer my subscription 
to be further increased rather than demanding a {29 subsidy 
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A most serious indication of the Council’s myopia is reflected 
in the President’s statement, in his reference to inflation and 
accounts. In your issues of December 2nd and 3oth, 1971, I 
accused the ASSC of undermining the objectives of the In- 
stitute by its pretence that inflation erodes profit. In defiance of 
fact, and Jim Slater’s revealing dictum of ‘the super-profit 
arising from inflation’, it is evident that the whole Council 
has now recklessly joined the vociferous company tax lobby 
initiated by Professor Paish, ardently promoted by Sir Fred 
Catherwood, and now led by Anthony Barber. This is evident 
not only in the President’s statement, but also in their conference 
arrangements and in the seconding of two members of Council 
to the recently-formed CBI committee. 

Hence, instead of seeking to protect members of the Institute 


. from being further mulcted of some {25 million per year to 


promote company profits, the Council has now joined the 
lobby which has resulted in the post-war pre-emption of some 
£10 billion persona! tax to subsidize company dividends. 

I hope that Mr Lundy will deem it possible to travel from 
Sunderland to attend the AGM and renew his timely protest: 
he would not be alone. 

Yours faithfully, 


from each aspiring new member. 


Cheam, Surrey. 


JACK CLAYTON. F.c.a. 


Independence, Integrity and Objectivity 


Professional Standards Stressed at Norwich Dinner 


HE independence, integrity and ob- 

jectivity of the professions had not 
been achieved lightly, declared Mr A. H. 
Walton, F.c.a., President of The In- 
stitute of Chartered Accountants in 
England and Wales, in Norwich last 
“Thursday. 

Speaking at the annual dinner of 
members of the East Anglian Society 
of Chartered Accountants, the President 
said: ‘I do not think it would be in 
the public interest for these qualities 
to be lightly cast away or made the 
equivalent of purely commercial stand- 
ards.’ Though a commercial standard 
was nothing to be denigrated, it was 
something quite different. 
` A professional man was there to serve 
his client, not to seek the greatest ad- 
vantage for himself, and this truth was 
not accepted today as widely.as he would 
have wished. ex 


Professional education . 


Some accountancy students, said Mr 


Walton, seemed to think they knew 
most things already — but that was not 
the view of the examination committee. 
He felt that the pattern of education and 
vocational training in accountancy would 
change in future and might cause a little 
upset and disquiet in the early days. 

‘I think we will have to move to the 
situation already accepted in other places, 
that people do not necessarily get it on 


their own doorstep,’ he said. This 
pattern was not strange to the law, or 
medicine, or many other professions. 

He knew of the concern that there was 
no polytechnic in East Anglia. The 
Institute was convinced that, within the 
sphere of professional education, it was 
to the polytechnics that it had to look. 

Mr Walton spoke also of the import- 
ance of small business firms, as had been 
recognized in the recent. publication 
of the Bolton Report (The Accountant, 
November rh, 1971). He believed that 
small firms had a very great part to play 
in the economy of this country; their 
profitability, productivity and growth 
often outshone major firms, and to 
achieve this they needed the best advice 
they could get. The accountancy pro- 
fession had to get away from its reputa- 
tion of being concerned with auditing and 
taxation to the exclusion of advice on 
management, 

Mr Walton was responding to the 
toast of The Institute of Chartered 
Accountants in England and Wales, which 
had been proposed by the President of 
the Law Society, Mr W. O. Carter — 
who expressed himself; as a Norfolk man, 
delighted to be back on his home ground. 


Age of revolution 

Mr Carter said that although he was no 
politician, and the Law Society was not 
involved in politics, he was worried 


about the country. It was experiencing 
more rapid social and economic change 
than any other country had ever seen. . 
In some ways this revolution was 
bringing benefits but it was also bringing 
less desirable things: ‘I believe our 
society is in danger of losing many of its 
benefits through the irresponsible action 
of a minority of people,’ he said. Many 
of these pzople owed no allegiance to the 
country, and seemed to receive a dis- 
proportionate amount of publicity. 


Local government reform 
Proposing a toast to the City of Norwich, 
the President of the East Anglian Society 
of Chartered Accountants, Mr P. Scarfe, 
F.C.A., spoke of local government reform. 
He hoped that the principal officer of 
the City would long remain its sheriff; 
the various alternatives with which, it 
had been suggested, this title might be 
replaced ‘just do not become us’. 

Replying, the Sheriff of Norwich, 
Councillor L. G. Richards, ‘said he 
hoped that offices such as his own, and 
that of Lord Mayor, would continue to 
be held by people selected to fill them, 
regardless of political affiliations. 

The toast of ‘Our Guests’ was proposed 
by Mr F. S. Grindrod, F.c.A., F.LM.T.A., 
Vice-Presidertt of the Society, with 
a response by Dr F. Lincoln Ralphs, 
M.SC., LL.B., DIP.ED., chief education officer 
for Norfolk. 
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LIVERPOOL’S NEW SECRETARY 


' THe new secrezary of the Liverpool 
CASA for 1972-73 is Robert Macfarlane. 
Educated at Ruzby School ard Exeter 
University, where he 
obtained a degree 
in history, he com- 
menced his articles 
in October 1969 with 
Harmood Banner, of 
Liverpool. 

Between leaving 
school and entering 
articles, Robert 
Macfarlane travelled 
extensively in the United States and 
Canada. The ost of his travels was 
covered by picking tobacco! 

When he is not studying fo- his Part 
II Final — to be taken next month — he 
manages to find some time in which to 
play golf and squash. During his year of 
office, he intemds to pay particular 
attention to the development of articled 





clerks’ education and to work for a more 


positive liaison between the Association 
and local princirals. 

Other officers elected for the ensuing 
year are: 


President: G. A. Maxwell, A.C.A. 
Vice-President: P. R. Deyes, B.COM., A.C.A. 1? 
Treasurer: Mathia» Kear, B.COM. 
` Assistant Secretary: Christopher J. Allan. 
Sub-committee Chcirmen: 

Education and Lectures: Robert J. Carter. 

Sports: John Nerthcott. 

Social: Philip Haghes. 

Library: Miss C. K. N. Brewster. 


The Year's Activities 


The financial position of the Liverpool 
CASA underwent a number of changes 
during 1971, states the Association’s 
‘annual report. The Institute’s annual 
. grant was withd-awn due to the needs of 
its own financia reorganization, and the 
charge to the Association for admini- 
strative costs and the use of the Library 
was increased. 

To meet the shortfall resulting from 
these moves by the Institute, it became 
necessary to raise subscriptions and, in 
addition, to inzroduce during 1971 a 
‘once and for al’ special levy (Round. 


about’, July rsth) by way of subscription 
of £3 per ordinary member. The levy 
brought in a total of £1,146 which, 
together with subscription increases, 
has at last brought the Association on to 
a sound financial basis. 

On education, the report states that the 


' ACASS proposal for schools of account 


(the subject of a number of articles and 
letters under ‘Roundabout’) was, on the 
whole, well received in Liverpool. Local 
surveys arising,érom the proposal were 
conducted off the problem areas of 


education, and a report submitted to the 


Institute to enumerate possible remedies. 
The Association played a very active 
part in the schools of account concept, 
both through its representative, David 
Clapham, on the ACASS Executive, 
as well as locally. Following the first 
ACASS Education Council in London 
in January 1971 to discuss the feasibility 
of local ‘schools’, there followed another 
in June at the Institute (“Roundabout’, 
January 21st and June 17th respectively). 

At the latter, Liverpool was the only 
student society to submit an interim 
statement of immediate requirements. 
This second conference, says the report, 
achieved little of constructive value, 
merely re-affirming essential features of a 
programme of education. 

Evening lectures do not, states the 
report, interest the majority of members, 
despite considerable ‘efforts to provide 
subjects relevant to the Institute’s 
syllabus. All-day lectures are better 
attended and real value in dealing with 
subjects in depth has been achieved. 
During the year two full-day lectures 
were held; one a tax. seminar, the other 
on computer auditing, both of which 
were a great success. It is apparent that 
the Association should capitalize on 
these. 

Social functions were, by and large, 
well attended. The annual dinner dance 
(‘Roundabout’, January 27th) was sup- 
ported by more outside the Association’s 
area than within — only a mere Io per 
cent of students attending. It will be a 
pity, states the report, to have to dis- 
continue this well-established function. 
Its future is very much at stake and 
members must give more positive support. 
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BRADFORD'S ANNUAL REPORT 


During 1971 there was a fall in member- 
ship of 77, bringing the overall total. to 
414, according to the Society’s annual 
report. Of this figure, 281 were students 
and 120 were qualified members. 

On education, the report records a lack 
of support for courses at Bradford 
Technical College and the Leeds and 
Huddersfield Polytechnics. This is re- 
garded as a great pity, as ‘the standard of 


. lectures is very high, as are the pass rates’. 


Due to the high cost involved, the com- 
mittee state that it is most unlikely that 
the York residential course will be held 
this year or in the foreseeable future. 

A note of encouragement, however, is 
sounded on seminars. As a result of the 
successful one held in February this year 
on VAT at Bradford Technical College, 
another is proposed soon on the taxation 
of personal income. 

In other spheres, the report records a 
successful meeting for newly articled 
clerks, a visit to the Provincial Building 
Society and the annual dinner attended 
by well over 200 members and guests 
(‘Roundabout’, December 16th). The 
summer dance was also well attended and 
this was linked with the Society’s sporting 
events by the presentation by the Presi- 
dent during the evening of a shield for 
the winning five-a-side football team. 

The bridge club held two successful 
tournaments, but the proposed shooting. 
and motoring clubs were a complete 
failure -only five members showing 
interest. This was particularly disappoint- 
ing as much help had been promised by 
the treasurer of the Yorkshire Rifle 
Association who was prepared to arrange 
for the use of a range and equipment; 
while, for the motor club, trade prices 
had been agreed with several garages. 


NEW PRESIDENT 


MR G. D. VERITY, B.COM., F.C.A., senior 
partner in Bailey, Verity & Raynor, of 
Bradford, has been elected President 
for 1972~73 of the 
Bradford CASS. 

After taking an 
honours degree in 
economics and ac- 
countancy at Leeds 
University in 1950, 
Mr Verity was ad- 
mitted to member- 
ship of the Institute 
in 1953, becoming a 
partner in his present firm four years later. 

For 14 years, he has been associated. 
with Yorkshire Fine Woollen Spinners 
Ltd, first as secretary, later as finance 
director and for the past two years bas 
been chairman ot the board. 

Mr Verity first joined the Bradford 
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COMPANY AUDITING: 


Concepts and Practices 


Thomas A. Lee, M.Sc., C.A., ATLL 21°75 


This is the first auditing book with the emphasis on “why”. 


rather than "how", to be published in the U.K. It is neither 
traditional text nor academic theorising, but an attempt to 
highlight the inter-relationship of accounting and auditing, of 
theory and practice. It is not a substitute for the traditional 
textbook, but a completely different complementary approach. 
The human qualities and relationships required of the auditor 
receive due mention. The book is both a springByard for further 


= study and an expanded checklist, depending on whether its 


readers are students or 
and index. 


If you do not wish to order a copy of Company Auditing mean- 
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` time, but would like to know more about our other publications, 
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the address given, ` 





Practices. 5 


Please send me a: copy of the 1972 
Publications List [ ] 


I enclose P.O./Cheque for 
(£1-75 per copy) 


rr, 


Z 
> 
z 
m 


(BLOCK CAPITALS PLEASE) 


ADDRESS 





Please mark envelope Sales 


4 


To: r 
The Accountants’ Publishing Co Ltd 
27 Queen Street 

Edinburgh EH2 1LA 


mO mü Bad Gü G ii R mmm FG Ld Dd Xa Lean Gü Xü MQ Da Mü G Pú MU WG GG AA ua) GQ ant Oa wa W Nu WQ Sm WA Sm GQ MN SDO WA Bü Mas SR Wa DEE HR Km Baz Bm Si mua nú nm m mua sm s 


| ACCT 27/4/72 





(3 (Professional Hngsurances) Ltd 
Í MEMBER OF THE ASSOCIATION OF INSURANCE BROKERS - 
HEAD OFFICE: REX HOUSE, BALLARD’S LANE, LONDON N12 0EG 


Telephone 01-445 8855 PBX 


THE ‘C.D.A.’ OFFERS THE COMPLETE INSURANCE SERVICE FOR THE MOTORIST 
AND ARRANGES SPECIAL MOTOR POLICIES AT ‘LLOYDS’ FOR MEMBERS OF 


THE ACCOUNTANCY PROFESSION 
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BENEFITS AND AT THE RENEWAL DATE OF MY EXISTING POLICY ON THE a aan Taraa 
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_ Will the car be driven by any person under 21 years of age? 
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valuation anë stock check ... retail, wholesale and 
industrial stocktaking too. Orridge people are familiar 
with stock recording systems and can update records 
and create inventory files for stock to be computerised. 
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away other people’s stock check headaches for more 
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Daniel Sebastian Crowther thinks 

he has a point....... but he doesn’t 

SC a know that he can benefit froma 
ee computer without having to install 
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CASS in 1970 as Junior Vice-President 


and was Vice-President last year. He - 


feels ‘that the objects of the Society 
should be threefold: (1) to provide 
lectures and courses on subjects of 
general interest to students not directly 
related to the examination syllabus — 


direct training, he says, is now well 


catered for by the technical colleges and 

polytechnics; (2) to provide opportunities 

for students to meet and get to know 
each other — contacts which, says Mr 

Verity, can prove of use in later business 

life — and to promote social and sporting 

activities. 

His third view is that the Society 
should provide opportunities and in- 
centives for its members to take an active 
part in the Society’s organization and 
committee work. 

Other officers elected for the ensuing 
year are: 

Vice-Presidents: C.H. Walker, M.A. (OXON.), 
F.c.A.; A. J. Hird, F.c.A. 

Secretary: R. K. Sutcliffe, 3 Vine Terrace 
(West), Fairweather Green, Bradford 
BD8 oLB. 

Treasurer: S. Goulding. 

Assistant Secretaries: 

Sport: R. D. Borland, D. W. Mitchell. 

Dinner: C. M. Wontner-Smith, B.A. 

Education| Lectures: T. P. Carroll, B.A. 

Membership: D Firth. 

Publicity: C. P. O’Brien. 

ACASS Representatives: T. P. Carroll and 
C. M. Wontner-Smith. 


FRANK PERCIVAL TO LEAVE 
SECASS 


AFTER a period of recent non-stop 
activity, the South-Eastern CASS is 
to lose in Frank Percival, the Vice- 
Chairman, one of its most PR-minded 
members. During the last few months 
in particular, he has gingered up interest 
in student activities in the Society’s 
Guildford, Crawley, Hove and Canter- 
bury areas — all with a measure of success, 
especially at Guildford. 

He has seen to it that the above areas’ 
meetings have been reported under 
‘Roundabout’ and, in addition, made 
some useful comments in an article 
(March 2nd issue) on the problems 
facing sprawling societies of which 
SECASS is, of course, one. 

His proposed departure from direct 
involvement in the Society’s affairs (he 
still: hopes to hold a watching brief) has 
been brought about by impending exams. 
It is to be hoped that the Society can find 
without delay someone with similar energy 
and enthusiasm. | 

Correspondence relating to the Society 
should be addressed to the Secretary, 
George B. Hazeman, c/o Day, Smith 
& Hunter, Star House, Maidstone, Kent. 
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INFLATION — ACCOUNTING 
IMPLICATIONS 


‘INFLATION as an economic phenomenon, 
with due reference to its accounting 
implications’ was the title of a lecture 
given. by Mr 'R. Rider, 
A.C.L8., of Foulks Lynch, to members of 
the Southampton CASS on April rth. 
The meeting, which was very well 
attended, was held at the Southampton 
College of Technology. 

The first part of the lecture dealt with 
the meaning, possible causes and govern- 
ment measures in tackling inflation, the 
second part dealt with the effects of 
inflation on various aspects of business 
and the respective merits of presenting 
accounts based on price level adjustments 
or on a replacement cost basis. 


AMATEUR DRAMATICS AT 
NOTTINGHAM 


A GOOD cast was ‘prayjded on March 
28th by the Nottingha CASS at a 
joint meeting with the Institute of 


B.SC.(ECON.), 
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Bankers, which acted out a meeting of 
creditors in a voluntary winding-up. To 
underline the increased co-operation of 
professional bodies in Nottingham there 
was a small contingent from the Law 
Students to join the 80 or so members of 
the Society and bankers. 

Mr R. C. Turton, F.c.A., opened the 
proceedings as Joe Ripper (managing 
director of the insolvent company), 
suitably attired in a cloth cap and 
speaking in a broad Yorkshire accent 
worthy of the Royal Shakespeare Com- 
pany. The script was ably prepared and 
among tke participants were Mr Barber 
(the company’s rather lax book-keeper) 
and a Mr Wilson who had had much 
experience of insolvency work. 

Countless fraudulent preferences later, 
Mr Ripper eventually agreed to sug- 
gestions that all was not well. Mr 
Turton then, reverting to his normal role, 
went ove: the whole proceedings with a 
fine toothcomb and later answered 
questions including up-to-date case law. 
Allin all a very able performance through 
which much was learned. 





Bournemouth's New 
Chairman 


Mr Douglas EYRE, A.C.A., a partner 
in Willis, Parsons, English, & Co, of 
Bournemouth, was elected Chairman of 
the Bournemouth CASS at its recent 
annual general meeting. 

Twenty-five years of age, Douglas 
Eyre was articled from 1962 to 1967 
with Potter & Pollard, of Bournemouth, 
and was admitted to membership of the 
Institute in 1968. A year earlier, he 
joined the Bristol office of Cooper 
Brothers where he remained for 18 
months. ` Following a short spell in 
commerce in Bristol, he returned to 
Bournemouth in 1969 to join his present 
firm, becoming a partner in June 1970. 

Other officers elected for the ensuing 
year are: 

President: L. A. Pollard, F.c.a. (re-elected). 
Vice-Chairman: W. M. J. Pope, F.C.A. 
Secretary: Stephen Beckwith, c/o Donald, 

Hancock & Elliott & Co, Ellerslie Cham- 

bers, Hinton Road, Bournemouth. 
Treasurer: Stephen Coles. 

Social Secretary: Tony Raymond. 
Sports Secretary: Tom Harvey. 
Committee: Tony Rawlins; Paul Juniper; 

Ralph Hicks; Rohan Bagshore; Robert 

Jennings and Stafford Grudgings. 


Bournemouth Officers 
Take Note! 


No punches are pulled by the outgoing 
Chairman of the Society, Mr A. G. R. 


. background of 


Simmonds, A.C.A., in his review with (be 
annual report of the year’s activities. 
Acknowledging that attendances at 
lectures have improved and that support 
for the Society’s social activities have 


also been good, he none the less states 


that he is disappointed that a number of 
offices in the area persistently fail to 
support the Society. 

He makes the point that it is no easier 
for a large office to release four or five 
articled clerks to attend lectures than 
it is for a small one to release one or two, 
Taking the issue to a logical conclusion, 
Mr Simmonds goes on to say that if it 
is acceptable that there should be a 
students’ society, it must follow that 
there is an obligation on the part of all 
practising accountants to encourage their 
articled clerks to support the activities 
of the Society. He makes the plea on 
behalf of his successors that advance 
notices of the Society’s activities are ` 
prominently displayed in firms’ offices 
and not dropped quietly into the waste- 
paper basket. | 

Mr Simmonds concludes his review 
by listing some of the many challenges 
which face the Society. Among them, he 

asks: ‘How long can the present lecture 

programme remain relevant against a 
increasing residential 
courses?’. 
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LETTER TO ROUNDABOUT 


..Bournemouth’‘s Negative Attitude 


Sir, — One is somewhat amazed by 
Bournemouth’s decision to withdraw from 
ACASS (‘Roundabout’, April 13th), 
especially by its announcement at a time 
when the affairs cf that body are in a state 
of flux. 


It could be said that the Nottingham 
Council was a funeral oration over the 
mortal remains of the ‘old ACASS’. One 
does not wish to disparage the effcrts of the 
previous administration, but the frame- 
work within wh:ch it operated was in- 

_ adequate to meet the needs of members. 
We have the chance to mould ACASS to 
our needs, and to ensure that it follows 
the course we wisa it to take. This, I think, 
counters the negative thinking displayed 
by Mr Simmonds in his second paragraph. 
One notices that Mr Simmonds has not 
enlarged upon the ‘positive results’ which 
have been achieved, or which he says have 
been. achieved. Is one permitted . to 
wonder whether his ‘positive results’ are 
mere rhetorical gimmickry? 


Bully for Bournemouth, who, after 
much laudable effort no doubt, have 
achieved a working relationship with their 
senior society l:aison officer, who un- 
questionably reports the exact feelings of 
the students’ society committee to the 

` local Institute Ccuncil member. 


Are we assumed to be so gullible as to 

believe that that worthy has nothing better 

Do do than devastate Council meetings 

with the pifling problems of a bone idle 

local students’ society administration. 

: Yok! Yok! We rurture comedians in our 
midst, as well as vipers in our bosom. 


Before anyone says ‘That chap does not 
know what he is talking about’, let me say 
that I most emphatically do. SECASS, 
the society to which I belong, has a liaison 
officer with the senior society as well. It 

also. has two observers on the senior 
society committee, two members on the 
joint educational subcommittee, and. two 


members on any relevant ad hoc joint sub- - 


committees. In spite of all this, practically 
everyone I knew, both qualified and 
student, feels that there is a role for 
ACASS. In the words of the old song, 
‘Fifty million Frenchmen can’t be wrong’. 


' To deal with another specizic point, 
that of examinetion centres: does Mr 
Simmonds realize that ACASS is currently 
gauging the needs of the country as a 
whole in this r2spect, prior to making 
_ recommendations to the Institute? 


“The Lord heləs those who help them- 
selves.’ This is lergely true in all walks of 
life. The Instituze would very much like 
to deal with student affairs, but it has 
problems of its own. As an alternative, it 
welcomes the activities of ACASS, viz. 
the way it gladly suffered the periodic 
descents of Bill Dorman and Tony 

` Robinson in the ‘ast year. We must, by all 
means, run a Iccal society, catering for 
local interests, and yet we must have a 


. Bexhill, Sussex. a 
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national co-ordinating body to give us a 
lead where necessary. |. 


To illustrate, the student members of 
joint educational subcommittees will have 
put their views recently on the matter of 
the compulsory nine-months’ course. This 


‘will, in all probability, have been an utter 


nonsense, for can you, or you, for instance 
stand up and say what the ACASS Council 
felt about it? | 


To the present ACASS Executive, 


I would say this: do not be disheartened 
by the childish behaviour of Bournemouth 
CASS. The Institute sees you more and 


more as the only proper channel for . 


student/Institute negotiations. 


To the Committee "of Bournemouth 
CASS it must be pointec out that, not- 
withstanding the absence of themselves or 
the Isle of Wight, ACASS is a national 
body.'As such, its negotiations concern all 


students, whatever their geographical 


location. Through their actions, the 
members of Bournemouth CASS will be 


passengers, and passengers are not well ` 
J r j 


thought of. f 


To the membhgefs of Bournemouth CASS: 
you will probably find that, by your rules, 
you can call an EGM if|suificient numbers 
of you press for one. Í earnestly counsel 
you to do this, as soon as may be, for the 
purpose of electing a committee that can 
see further than the parish pump. 


Yours faithfully, 
G. F. PERCIVAL. 


1: 


PS: The next public.! relations exercise 
mounted by Bournemouth will be con- 


-cerned with modern executive wear. I 


am confident -that this will include a 
dissertation upon the merits of thongs, 
animal skins and woad.|— GPP 

| ac A 
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Treasurer: K. B. Lim. 
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DECLINE AND FALL ° 


THE following lines by Heather Unsworth 
appeared in a recent issue of The Ac- 
countant’s Magazine, the journal of the 
Scottish Institute, and we are indebted to 
the Editor for permission to reproduce them: 


O once I loved a ’prentice lad, 
All ‘mod’ was he and nothing ‘trad’, - 
In clothes of gaudy colours clad, 

The fairest of them all. 


At office tasks he had no peer, 

Full well could tick and vouch, I hear. 
Matchless was he when drinking beer 
, At Audit Stomp or Ball. 


One he was of a happy band 

Who went with audit stamp in hand 

To search out fraud through all the land. 
Why had the blow to fall? 


He passed exams (he was astute), 
. Then dressed him in a sober suit, 
Paid guineas to the Institute. 
A change stemmed from that date! 


Now on his wall no ladies gay 

Are pinned up; but the light of day 

Finds flowcharts there in proud array 
And Finance Act debate. | 

With silken hair cut from his brow, 

A rolled umbrella bears he now, 

A ‘Times’ (Financial) too, I vow. 
"Tis bitter to relate. 

And so to cruel Fate I say 

‘How could-you take my boy away? 

And ‘for someone so young, so gay, 

Exchange a fully-fledged C.A.” 


ISLE OF WIGHT CHARTERED 
STUDENTS 


AT the recent annual general meeting 
of the Isle of Wight CASS the following 


‘officers were elected for 1972-73: 


President: F. W. Bright, F.c.A. 
Vice-President: E. H. Richardson, F.C.A. 


' Chairman: K. A. Baugh, A.C.A. 


Secretary: B.R. Allegri, 21a St Thomas Square,. 
Newport, Isle of Wight (telephone 3471). 


_BYSTANDER’S COLUMN -contributed 


The Accou ntants’. Accounts 


HE Annual Report and Accounts of 
The Institute of; Chartered Ac- 


countants in England and Wales (phew! 


what a long title) came tc my notice this 
week — actually my; conscience was 
nagging me, so I retrieved it from the 
wastepaper bin. U 


Undoubtedly the major asset is the 


Hall, which stands iw the books (well, 
actually in Moorgate! Place) at some 
£24 million, although a conservative 
estimate would value it at some £6 or £7 
million. I understand that the loan of {2 
million raised on it has ncw been funded, 
and taking into account that the top two 


floors have been let at icommercial rates, ` 
the cost to the Institute can only be about. 


l 
' 


£90,000, which for the space they occupy 
is a fraction of market rates. And the 
chartered accountants Have a fine building 
for nothing! | 

Further in the accounts, I noticed that 
the Institute actually admits to making a 
profit out of its articled clerks — to the 
tune of £24,000 a year from the examina- 
tion entry fees. Exactly what is charged 
to this account is not clear, but from what 
I remember a great deal is not spent on 
hiring premises. Also in the accounts 
there appears the statement that firm 
budgetary control is now being exercised. 
I would have thought this was evident 
from the flimsiness of the paper the 
accounts are printed on. 
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PROFESSIONAL NOTICES 


Frazer, Wuitinc & Co, Chartered 
Accountants, announce that Mr W. G. 
FRAZER, F.C.A., who founded the firm 
in 1925, retired as a partner as at March 
31st, 1972. He will continue to be 
available to personal clients. 


HALL & Co, Chartered Accountants, of 


29 Wicker, Sheffield S3 8HS, announce 


that Mr Ropert N. W. PARKER, A.C.A., 
was admitted to partnership on April 6th, 


1972. 


HoRNSBY PERRIN & Co, Chartered 
Accountants, of 30 Bedfordwell Road, 
Eastbourne, announce that Mr R. W. 
PRINGLE, C.A., was admitted into part- 
‘nership on April 6th, 1972. 


Jones & Hack, Chartered Accountants, 
of 10 White Friars, Chester, announce 
that Mr FRANK HACK, F.c.A., retired 
from the partnership on April 5th, 1972, 
but will remain as an active consultant 
to the firm. Mr BRIAN ANTHONY CAWSEY, 
A.C.A., has been admitted into partnership 
from April 6th. The style of the firm will 


remain unchanged. ` 


Mann Jupp & Co, Chartered Ac- 
countants, announce that the major 
part of their London practice has moved 
to r and 2 Southampton Place, London 
WCiA 2DA (telephone or-242 9737) 
with effect from March 27th, 1972. They 
are retaining their premises at 8 
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Frederick’s Place, Old Jewry, London 
EC2R 8BT, to serve as their City office 
and as the headquarters of their inter- 
national group of firms. 


PANNELL Fitzpatrick & Co, Char- 
tered Accountants, of London, announce 
that on May ist, 1972, Mr A. J. 
CORNELIUS, A.C.A., wil] be admitted ro 
parnership. Mr Cornelius has been a 
member of the London staff for a number 
of years. 


APPOINTMENTS 


Mr A. G. Alcock, B.sc., A.c.c.a., has 
been appointed assistant managing direc- 
tor and financial director of the Redman 
Precision Engineering Group (a member 
of Redman Heenan: International). 


Mr Anthony H. Ashwell, B.sc.(Ecos.), 
A.C.A., has been appointed management 
accountant (marketing) of Cyanamid of 
Great Britain Ltd. 


Mr J. C. Cooper, E.A., has been 
appointed director of management in- 
formation services of CIBA-GEIGY 
(UR). 


Mr D. H. B. Eason, F.c.a., has been 
appointed financial director of SE 


Ltd. 


Mr E. L. Hamilton, C.A.(CAN.), presi- 
dent of Canadian Industries Ltd, has 
been elected to the board of ICI America 
Inc. 


Mr E. B. Jackson, F.c.a., at present 
finance manager (home) of Renold Ltd, 
is to become group finance general 
manager of the company with Se 
from May rst. 


Mr Frank Kennedy, 4.c.a., has been 
appointed accountant of Thomas Eastham 
& Son Ltd, of Blackpool — a member of 
the Burco Dean Group. 


Sir Harry Page, M.A., F.1.M.T.A., for- 
merly City Treasurer of Manchester for 
many years, has been appointed a director 
of Norman Frizzell North West Ltd. 


Mr Peter J. Welch, F.c.a., group 
accountant of Birmingham Small Arms 
Co, has become group chief accountant, 
and Mr Terence D. Leece, F.c.a., has 
been appointed financial planning con- 
troller. 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND 
AND WALES 
Business Session 1972 


“The Finance Bill 1972’ will form the 
subject of a business session to follow 
this year’s annual meeting of The 
Institute of Chartered Accountants in 
England and Wales, on May 1oth. Mr 
H. Gordon Smith, F.c.a., will be chairman, 
and the speakers Messrs E. E. Ray, 
B.COM., F.C.A., and E. C. Meade, F.c.a. 

The session will open at 1.30 p.m., 
and is expected to run for approximately 
14 hours. 

A buffet luncheon, price {1-25, will 
be served in the Institute restaurant 
from 12 noon to 2.30 p.m. on the day 
of the meeting, the normal menu being 
suspended. Members are advised to 
make reservations for the business session 
and for luncheon as soon as possible. 


FINANCE BILL 1972 


Provisions of the Finance Bill 1972, 
in particular the reform of corporation 
tax and introduction of VAT, are of vital 
interest and importance to the account- 
ancy profession. To meet this need, and 
cover the detailed provisions of the Bill 
as thoroughly as possible, the London 
and District Society of Chartered Ac- 
countants has arranged a one-day course- 
at the Café Royal, Regent Street, on 
Friday, May 12th. 

The speakers will be Messrs Derek 
Cox, F.c.4., and Halmer Hudson, F.c.a. 
A contributed article on VAT by Mr 
Cox, entitled ‘Taxable Input and Output’, 
appeared in The Accountant for April 6th. 

Applications, accompanied by the 
course fee of {£12 (inclusive of coffee, 
lunch, afternoon tea and gratuities) ` 
should be addressed to the Society at 
56 Goswell Road, London EC1. 


MASTER’S DEGREE IN 
BUSINESS STUDIES 


Holders of an honours degree or equiva- 
lent professional qualification are eligible 
to apply for entry to a 12 months’ course 
at the University of Warwick, leading to 
the award of a master’s degree in man- 
agement and business studies, manage- 
ment science and operational research, 
or industrial relations. The preferred 


AN R.R.C. HOME STUDY COURSE provides the simplest answer. Backed by 43 years 
of postal tuition experience and over 205,000 passes, it assures your success in all the 


principal Accountancy exams, and also in Banking, Book-keeping, Civil Service, Computer 


EXAM 


PASSES 


Appreciation, Costing, G.C.E., Insurance, Law, Local Govt, Marketing, Secretaryship, etc. 


Free 100-page book (without obligation) on application to Careers Adviser 


THE RAPID RESULTS COLLEGE 


DEPT AH3, TUITION HOUSE, LONDON SW19 4DS 





Accredited by the Council for the Accreditatior of Correspondence Colleges 
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age range is 20-30, and business ex- 
perience would be an advantage. 

About or places will be available, and 
grants may be available from tne Social 
Science Researca Council and other 
sources, Applicacions, stating the can- 
' didate’s particula- area of interest, should 
be addressed to tne Registrar, University 
of Warwick, Coventry CV4 7AL, quoting 
reference M/72/17. 


INDUSTRY AND VAT 
Birmingham Conferences 


A series of conferences to help industry ` 


prepare for the introduction of value 
added tax is b2ing launched by The 
University of Aston in Birmingham and 
will begin on May 2nd with a special 
one-day introductory conference under 
the chairmanshpp of Mr W. G. C. 
Russell, F.c.a., president of Glynwed, for 
directors, accountants and senior man- 
agers at the Albany Hotel, Birmingham. 
At this stage, tne intention is to help 
those in industry who are concerned 
with policy decisions likely to be affected 
by VAT, but later conferences will 
examiné in dent the policy implications 
for managers in particular industries 
and also for functional management 
whose jobs will be affected by the 
changes. 

In addition "o the tutorial benefits 
that the University can bestow, its 
‘Small Business Centre car provide 
consultancy to zover the general man- 
agement problems of VAT — the design 
of accountancy 3ystems, or invoices and 
related paperwo-k. As well as organizing 
the VAT conferences, both tke Depart- 
ment of Industrial Administration and 
the Centre are able to hold in-plant 
courses to suit the larger company or 
several compani2s in the same group. 

Full details of all courses may be 
obtained from Mr John Dutton, Depart- 
ment of Industral Administration, Maple 
House, Birmingham B4 6TE. 


DOUBLE TAXATION: JAMAICA 


Discussions were held at Kingston from 
April x7th to roth at official level 
between representatives of the United 
Kingdom and Jamaican Governments 
‘about a revision of the United Kingdom/ 
Jamaica Double Taxation Agreement. 
Substantial progress was made and 
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negotiations will be resumed in the 
autumn after the Finance Bill, which 
contains proposals for corporation tax 
reform, has been enacted. 


REPAYMENT OF 
POST-WAR CREDITS 


Repayment of post-war credits to holders 
who can produce the appropriate certi- 
ficates and whose surnames begin with 
the letters A to C, it has already been 
announced, commenced as from April 
ist (The Accountant, December 23rd, 
1971, and March 16th). Dates for repay- 
ment applications by other holders have 
been established, under the Post-War 
Credit (Income Tax) Regulations 1972, 
as follows: 
Initials D to G May rst. 

H to L June rst. 

M to O July rst. 

P toS August Ist. 

T to Z September Ist. 

Repayments to holders who are unable 

to produce certificates will be 
deferred to a date yet to be announced; 
meanwhile, the Inland Revenue is unable 
to enter into correspondence or to pro- 
vide duplicate certificates in such cases. 
Interest, at 2} per cent compound from 
October rst, 1959, will be calculated 
to the uniform date of September 30th 
next, by which time the bulk of credits 
now outstanding will have been repaid. 


: BARBICAN TAX GROUP 


The Barbican Tax Group of the London 
and District Society of Chartered Ac- 
countants will hold its final meeting of 


the present session on Thursday, May 


4th, at 6 p.m., in Committee Room r 
at Chartered Accountants’ Hall. The 
subject will be Part V of the Finance 
Bill — the provisions relating to taxation 
of companies and company distributions. 


"THE ACCOUNTANTS’ 
CHRISTIAN FELLOWSHIP 


The eighth of the session’s monthly 
meetings for Bible reading and prayer, 
to be held at 1 p.m. on Monday, May rst, 
will discuss ‘Luxury and affluence’, as 
described by Amos in Chapter 6 of his 
prophecy. 

The City meeting will be at the Church 
of St Peter-upon-Cornhill, London EC3 


ER PEISE 


CHARTERED: SURVEYORS 
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(entrance in Cornhill, near Gracechurch 
Street) and will be led by Mr Andrew 
Farquhar. Coffee and sandwiches will be 
available (charge 25p) during the meeting. 
The parallel meeting in the West End 
will be at the same time at the Vicarage 
of Christ Church, 21 Down Street, 
London Wi (near Green Park Station), 
and will be led by Mr David Ginnings. 
Bring your -own sandwiches, coffee 
provided. , 


THE INSTITUTE OF 
CHARTERED ACCOUNTANTS 
IN ENGLAND AND WALES 


Technical Advisory Committee 


The 177th meeting of the Technical 
Advisory Committee was held at Char- 
tered Accountants’ Hall, Moorgate Place, 
on Thursday, April 13th. 

Those present were: 


Mr N. Cassleton` Elliott (in the chair). 
Messrs G. F. Appleton, G. Bar, N. F. 
Beecham, M. T. R. Brookman, R. P. Brown, 
J. Burgoyne, I. F. H. Davison, A. C. Essex, 
R. Firth, C. Fox, C. R. P. Goodwin, E. G. 
Hill, Halmer Hudson, A. P. Hughes, H. B. 
Huntington-Whiteley, W. W. W. Martin, 
K. Mashford, E. R. Nicholson, R. D. Pearce, 
G. B. Pidsley, J. M. Pitts, E. E. Ray, H. G. ` 
Sergeant, F. A. Sherring, K. A. Sherwood, 
N. Smith, F. W. R. Stocks, T. P. Thomas, 
G. Thompson, T. I. F. Tod, G. H. Vieler, 


- B. W. Waters, R. F. Watkins, E. Watts, P. C. 


Westwood, J. A. P. Whinney with Mr G. A. 
Slator, Secretary to the Committee. 

Messrs G. N. Hunter and J. W. Margetts 
attended by invitation. 


Membership 
It was reported that Mr D. R. Newman 
(co-opted) had regretfully tendered his 
resignation from the committee and the 
committee expressed its appreciation of 
his services since 1969. 

The Chairman welcomed Mr Carter Fox 
(Northern), who was attending a meeting 
of the committee for the first time. 


Matters considered 

Technical matters considered included 
reports and draft Proposed Statements 
of Standard Accounting Practice on 
‘Accounting for Depreciation’ and ‘Ac- 
counting for Changes in the Purchasing 
Power of Money’. 


Future meetings 

It was noted that meetings of the com- 
mittee had been provisionally arranged 
for June rst, July 5th, October 5th and 
November 29th, 1972. 
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The Institute of T axation . 
PRESIDENT: `H. WARBRICK, F.C.C.A., F.C.I.S., ETLL 
VICE-PRESIDENTS: DESMOND’ F. AIREY, A.C.A., F.C.C.A., ETAL. “ALLAN A. BRENT, FCIS., F.T.LI. 


; STANLEY A. SPOFFORTH, F.C.A;, F.C.LS., ELL 
. SECRETARY: A. A. ARNOLD. FCS, FU, ' 


The Institute of Taxation exists to promote the study of, and the interchange 
“of information about, taxation among members of different professions. Conferences - 
and lectures are held and members receive regular circulars, digests of tax cases 
and annotated copies of legislation. Representations are made on technical SES | 
of taxation. | 
Those not qualified for membership may subscribe to a scheme EE which 
_ they receive all the publications, except that the circulars are occasional only and 
deal with general matters as distinct from those of specialised professional interest. 
Full particulars of membership, which is by examination, and of the subscriber 


scheme may be obtained from: a, Sos 


_ The Secretary: The Institute of Taxation, Clifford’s Inn, London, EC4A 1DE. 


HENRY BUTCHER & co 


(MEMBERS OF THE PROFESSIONAL INSTITUTES) 
Specialist lenis Surveyors and Valuers operating in the British Isles and Europe 


FACTORIES, PLANT AND MACHINERY 





i AN INVENTORY OF PLANT AND MACHINERY 
prepared by Henry Butcher & Co with every item e is an assurance of maximum settlement of a claim for 


_loss by fire. 


A SCHEDULE OF FACTORY BUILDINGS 
prepared by Henry Butcher & Co priced on todays replacement cost is a arenes against a rebuilding ne 
in the event of loss by fire. 

i A VALUATION OF PHYSICAL ASSETS 
as a whole ciples with Inventory of Plant and Schedule of buildings) by Henry Butcher & Co is a sure 
basis on which to calculate the value of any Manufacturing Concern from the point of view of earning capacity. ` 

THE DISPOSAL OF FACTORIES, PLANT AND MACHINERY ` | 
Henry Butcher & Co are one of the leading Agents. in the country specializing in the sale and letting of 


~ Manufacturing Property and are therefore in a strong position to render first-class service to (a) those firms 


seeking Additional Factory E to de owners of a Factory SE and Plant and. Machinery 
wishing to dispose e same. >` | | 


HEAD OFFICE 
59-62 HIGH HOLBORN,-LONDON WcC'I V 6EG. 
Telephone 01-405 8411 (9 lines). Ge äere London (eil = 
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The place to put your money is in the ground. | 
Where you can watch it grow. And this is where your ` 
money is of interest to the Hanover Trust. For investment. 
-The Trust has been established to enable Pension ` 
j Funds to utilize their capital through investment in.a wide ` 
ENEE ' range of first-class property. ` “sa | 
wie ei Se And we aretheretore: consi tantly T important 
_ property investments either by way of sale and leaseback, 
PS Scquisition or development finance. 
~ Hanover Property Unit T rust eh 
SE ` von Samuel Montagu & Co. Ltd. oo 
| Meee Knight Frank .& Rutley oo oo 
| É e 20 Sec Square, London WIR OAH 


Telephone : 01-629 8171 | SÉ 
‘Strand, London WC2R ` 
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Principals with the i T d 
responsibility for training 
newly articled clerks 


should ensure that the best course eg action for 
their newly articled clerks is to enrol with the 
REES ES College. 


All bona fide Principals who are considering the 

‘postal coaching arrangements for their newly articled 

clerks are invited to inspect a copy of the Metro- 

politan College Study Manuals, to see for themselves 

that the: contents are thoroughly up to date and 

designed specifically to give progressive and care- 

fully graduated instruction, backed by a businesslike 

tutorial service that receives the constant and - 
enthusiastic commendation of the students. 


Please write to the Principal, B. Mendes B.Sc.Econ., F. c. A., Dept A1, 
| Metropolitan College, St Albans, and we will gladly send you,. without 
EE or obligation, a copy of one of our Study Manuals. 





DH 
t 


Metropolitan College unassailable record 
of Examination Successes 


At the tee accountancy examinations, for which the Metropolitan College provides 
Expert Postal Tuition, students from the College have obtained — 


MORE THAN 45, 000 PASSES and 
MORE THAN 1,400 DISTINCTIONS 
MEDALS and PRIZES 


Be guided by the ex perience of others 


TAKE ACTION NOW! Write TODAY for a free copy öt GE PRIVATE STUDIES 


the College Accountancy Prospectus (stating the examina- For students who wish to participate in linked oral 
tion in which you are intezested) to the Metropolitan 


College (Ai, St Albans, or CALL at the London Advisory ` | and correspondence tuition, the Luton College of 
Office, 30 Zueen Victoria Street, London EC4N 4SX Technology and Metropolitan College now offer 
(01—248 687 1). After office hours (5 p.m. Monday—Friday) these facilities. Please write to: Metropolitan 
telephone massages are recorded electronically. College for details of various courses available. 


Metropolitan Colle ge, St. Albans 





Accredited by “ie Council for the Accreditation of Correspondence: Colleges. ' ` Founded 1910 


Member of the Association of British Correspondence Colleges. 
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Inequality and Taxes 


O reader of ‘this journal can fail to have noted the 

recent spate of conferences, or what the students would 
call ‘teach-ins’, on the subject of-value added tax. While 
the introduction of VAT may well prove to be the most 
significant fiscal change of the past half-century, it is a pity 
that some other aspects of the Chancellor’s Budget speech 
have not attracted equal attention. 

In particular, since the initial reaction to his announce- 
ment, there has been precious little comment on the new 
tax credit system which the Chancellor credited to Mr 
F. A. Cockfield and which is now being studied by a 
working party of senior officials. According to the Chan- 
cellor, some form of negative income tax would involve a 
single assessment of tax where the income is above a 
certain ‘level, or provide for a payment of benefit if the 
income fell below that level. 


In Mr Barber’s words, such a scheme would ‘provide a. 


fairer and more accurate method of directing help to many 
people in need’. The scheme would also ‘tidy up the 
present borderline between taxation and social benefits’, 
ensuring at the same time ‘a smoother graduation from the 
area of benefit to that of taxation’, thereby avoiding some of 
the worst features of what has become known as the 
‘poverty surtax’. 

This problem, whereby recipients of social security 
benefits may well find a pay increase is more than offset by 
the consequent loss of benefit, arises because the threshold 
level of income chargeable to tax is, for some wage-earners 
with several dependants, little different from the benefit 
payable in the event of unemployment or sickness. 

The Government’s Family Income Supplement plan 
is likely to intensify the problem. Already, in any case, 
there is some concern that, possibly because of ignorance 
or, more probably, because. of the requisite means test, 
many low-income households have not taken up their 
benefits under FIS. 

It would be a mistake, however, to treat this question 
solely in terms of social security applicants. The problem 
of the lower-paid worker is being intensified by recent 


inflationary pay demands which, as much as inflation, are 
reducing the relative position of both the lower-paid 
worker and the pensioner. 

Successive Chancellors have recognized that the answer 
is not to provide flat-rate increases in benefits which do not 
discriminate between those in need and those with adequate 
resources. In any case, the cost of such a policy would 
greatly increase the burdens on taxpayers. For example, 
in the period 1964-69 and before the recent bout of 
inflation, spending on the social services rose by.65 per cent. 
This was not attributable to any significant improvement 


in the levels of benefit, but largely explained by the increase | | 


in the number of claimants to benefit. 

The precise extent of poverty and need in the 19708 iS 
debatable; estimates range from one million persons to as 
many as five million. Figures apart, there is no contesting 
the point that there is a significant minority within the 
community in need of assistance. A recent symposium of 
essays by 15 Fabian authors, Labour and Inequality 
(Fabian Society, £2°20), reviews these problems and the 
contribution to their solution made by recent Labour 
administrations. 

In one essay Mr Peter Kaim-Caudle notes that the 
above-noted increase in sccial security spending during 
1964-69 was more than matched by the increase in revenue 
from income taxes, although wages and salaries rose by 
only one-third. This was due to the impact of a progressive 
tax upon rising money wages and much of the revenue 
came from the lower-paid workers. As Mr Kaim-Caudle 
observes, in a democratic society which is operating in a 
mixed economy, experience shows that ‘soaking the rich is 
as difficult as it is popular’. 

On the other hand, anotker contributor, Mr A. J. Walsh, 
argues that it is essential to stop the erosion of the tax 
base and introduce a comprehensive tax base which would 
‘include all gifts, inheritances, transfer payments, capital 
gains, gratuitous receipts and imputed income’. According 
to Mr Walsh, very little help was afforded to the poorest 
citizens during the period 1964-65 to 1969-70 by tax 
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' concessions, “simply because no form of concession can 
ensure that every citizen has a minimum income’. There 
was ‘no movement towards a more equal. distribution of 
income’ during those years. 

It needs to be recognized that one of the major constraints 
upon the policy of re-distribution in recent decades has 
‘been the deficiencies of the tax structure and, not least, 
abnormally high effective rates of direct taxation. Herein 


Preferential Creditors 


A RECEIVER of a company’s property, appointed 
pursuant ta a debenture granting a floating charge, -is 


required to have regard to the rights of preferential . 


creditors. Section 94 (1),of the Companies Act 1948 directs 
that, out of the assets coming into the hands of the receiver, 
preferential debts are to be paid in priority to any claim for 


principal or interest in respect of the debenture. The 
subsection contains a like direction in respect of assets - 


coming into the hands of the debenture-holder who takes 
possession. | 

' But if the receiver, at the direction of the: debenture- 
holder, hands the assets back to the company, and the 
debenture-holder then accepts them from the company, 
not ostensibly by way of taking possession, but under an 
ad hoc agreement to accept them in settlement of the 
debenture debt, is this effective to deprive preferential 
creditors of their rights under. section 94 (1)? In a careful 


judgment in CIR v, Goldblatt ([1972] 2 WLR 953), briefly 


mentioned in The Accountant for December 16th, 1971, Mr 

Justice Goff held that it is not — despite some ingenious 

arguments of the receiver and the debenture-holder. 
The company was Compton & Ecclestone Ltd, and it 


borrowed money from a bank on the security of, inter alia, 
. a floating charge. Mr Bernard Ecclestone paid off the bank. 


and took a transfer of the charge; he then exercised his 


power under the debenture to appoint Mr Harold Goldblatt: 


receiver and manager of the company’s business: 
As such, Mr Goldblatt was to be treated as the agent of 


the company, which was to be solely responsible for his 


acts and defaults. He took possession of the assets and 
proceeded to collect moneys due to the company, amounting 
in all to £6,134. Then Mr Ecclestone, as debenture-holder, 


revoked Mr Goldblatt’s appointment, directed him to. 


return the assets to the company, and agreed to indemnify 
Mr Goldblatt against all liability incurred by him as 
receiver and in respect of the re-delivery of the assets to the 
company. 

The next day the company and Mr Ecclestone executed 
an agreement, which recited that the company had handed 
ever certain motor vehicles (set out in an inventory) to Mr 
Ecclestone. It also witnessed that the company would 
assign its leasehold properties to him upon obtaining the 
landlords’ consent, and would pay to him the £6,134. 
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lies the naon for the St overhaul eg 
structuring of the tax system which Mr Barber has ouflined. 

What is in dispute is not the need for helping the under- . 
privileged; the important issue is how that help can best . 
be provided. While reform of the fiscal system is necessary, 
there is also need for changes whereby a multi-pronged , 
attack on the causes of poverty can succeed, in an.economy 
based upon willingness of the individual to exert himself. 


Not Defeated 


Mr Ecclestone agreed to accept these assets in full Satis- 
faction of all his claims under the debenture. There was a 
further clause empowering Mr Ecclestone to rescind the 
agreement and hand back the assets if the ey failed to 
complete the assignments. 

Some years later the Inland Revenue, as a preferential 
creditor of the company, issued a writ against both Mr 
Goldblatt and Mr Ecclestone, claiming damages for 
breach of statutory duty by the non-payment of its pre- ` 
ferential debt of £9,707 income tax and profits tax: As 
against Mr Ecclestone there was an alternative claim for 
breach of his duties as a constructive trustee of the assets. 
The receiver admitted that he knew or ought to have known 
of the debt, but argued that he was not hit by section 94 (1) 
because he had not paid any debt of the company, but had 

merely returned the assets to it, as-required by the de- 
benture-holder. He also argued that, once he was removed 
from office, his liability ceased. 

` Rejecting all.the receiver’s arguments, his lordship said — 
he realized that this meant that where one receiver ‘was 
removed and another appointed, the first receiver remained 
liable notwithstanding that he had handed over the assets 
to his successor. In any case the receiver wasin clear breach 


of his statutory duty to the preferential creditor for which 
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the teceiver was liable. Nor was the receiver either bound 
or entitled to account to the company. itself. Given that 
. payment to the debenture-holder would be a breach of 
section 94 (1), it followed that to dispose of the assets at 
the behest of the debenture-holder was also a breach. 

The Inland Revenue claim against the debenture- holder 
was put in three alternative ways: 

(1) wrongfully procuring, and being party to, a breach of 

statutory duty; 

(2) receipt of the money and assets with notice of, and subject 
to, the preferential creditor’s right to preferential payment 
(constructive trusteeship); and 
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The Court held that (3) was applicable in any event; the 
debenture-holder had taken possession just as much by 
becoming absolute owner as if he had taken expressly 
subject to the preferential claims. The debenture-holder 
was also liable under one or other of (1) and (2). 

The Court inferred from the documents and from the 
transactions, in the absence of evidence in explanation, 
that the debenture-holder must have known of the pre- 
ferential claim, and that therefore he held the assets as a 
constructive trustee. Even if the debenture-holder did not 
know of any preferential claim, his actions (otherwise 
unexplained) showed that he was concerned to avoid such 


(3) that the debenture-holder himself was subject to the 


duty imposed by section 94 (1). 


preferential debts as there might be. 





Annual Awards Presented 


HE Lord Mayor of London, Sir 

Edward Howard, Bt., established 
a unique record at the Mansion House 
today (Thursday) when he presented 
The Accountant Annual Awards for 
1972. His father, the late Sir Seymour 
Howard, performed the same duty as 
Lord Mayor in 1955. 

In the course of his opening address, 
Mr Percy F. Hughes, Editor-in-Chief 
of The Accountant, reminded Sir 
Edward that his father, in the course 
of the 1955 ceremony, had looked 
forward to the time when the Awards 
might be open to unquoted as well as 
to quoted companies. ‘hough the 
scheme had not yet progressed so far, 
said Mr Hughes, the number of 
accounts submitted for adjudication 
had increased enormously, and there 
was no doubt that unquoted com- 
panies did take note of the Panel’s 
views. 

Another unique feature of today’s 
ceremony was the presence amongst 
the distinguished guests of two 
brothers — Dr J. M. S. Risk, B.COM., 
C.A., F.C.M.A., J-DIP.M.A., F.C.1.S., Presi- 
dent of The Institute of Cost and 
Management Accountants, and Mr 
W. S. Risk, B.COM., CA, F.C.M.A., 
J.DIP.M.A., a member of the Panel of 
Judges and Junior Vice-President of 
The Institute of Chartered Account- 
ants of Scotland. 

Other distinguished representatives 
of the profession included Mr A. H. 
Walton, rF.c.a., President of ‘The 
Institute of Chartered Accountants in 
England and Wales; Mr Niall 


Crowley, F.c.A., President of ‘The 
Institute of Chartered Accountants in 
Ireland; Mr J. L. Salt, F1.M.T.A., 
President of The Institute of Municipal 
Treasurers and Accountants; Mr A. W. 
Nelson, F.C.C.A., F.T.L1., President of 
The Association of Certified Account- 
ants; Mr S. W. G. Morton, F.C.I.S., a 
Vice-President of The Institute of 
Chartered Secretaries and Adminis- 
trators; and M R. van de Woestyne, 
President of the Collége Nationale des 
Experts Comptables de Belgique. 

Mr A. F. Down, opp, M.C., T.D. 
C.A., a deputy chairman of British 
Petroleum Co Ltd, and Sir Hugh 
Linstead, 0.B.E., LL.D., F.P.S., chair- 
man of Macarthys Pharmaceuticals 
Ltd, received the Awards on behalf 
of their respective companies. A full 
report of the proceedings will appear 
in The Accountant next week. 


Sudden Death 
of Cliff Andersen 


CCOUNTANTS in Australia and 

throughout the world will be 
shocked and saddened by news of 
the sudden death, last Saturday, of 
Mr C. W. (‘Cliff’) Andersen, 0.B.£., 
DIP.COM., F.A.S.A., F.C.I.S., the former 
Executive Director of the Australian 
Society of Accountants. 

Mr Andersen was widely known 
and respected as an elder statesman 
of the Australian profession, with 
which he was actively associated for 
more than forty years. As principal 
executive officer of the ASA from its 


inception, he played an important part 
in the negotiations for the integration 
of the Federal Institute of Accountants 
into the A.S.A. in 1952. 

His services to accountancy in 
Australia and the world were recog- 
nized by the award of the OBE in the 
1971 New Year Honours List. At the 





time of his retirement at the end of last 
year, he was elected a life member of 
the ASA and the Society’s library was 
designated, in his honour, “The C. W. 
Andersen Library’. 

He will be particularly remembered 
in his capacity as chairman of the 
organizing committee for the forth- 
coming International Congress of Ac- 
countants in Sydney — a project which 
commanded his enthusiastic support, 
and with which he was closely con- 
cerned up to the time of his death. 
He spared no effort to ensure that this 
Congress, the first of its kind to be 
held in the Southern Hemisphere, 
should match in all respects the high 
standards estgblished on previous oc- 
casions; and his passing, before his 
devoted work had been brought to 
full fruition, is the more untimely. 
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Presidential Dinner. On Monday of last week, Mr R. P. Crout, F.C.C.A., outgoing President 
of The Association of Certified Accountants gave a dinner at the Clothworkers’ Hall. Pictured 
(/eft to right) are: Lord Shawcross, Q.C., Mr C. Oliver, Master, The Clothworkers’ Company; 
Mr Crout; Mr A. W. Nelson, F.C.C.A., Vice-President (now President) of the Association; 


Viscount Brentford. 


The guests also included: Mr W. O. Carter, President "The Law Society; Mr Niall Crowley, 
F.C.A., President, The Institute of Chartered Accountants in Ireland; Lord Denning, Master of 
the Rolls; Mr A. |. Mackenzie, BA CA President, The Institute of Chartered Accountants of 
Scotland; Mr A. T. Purse, F.C.I.S., President, The Institute of Chartered Secretaries and 
Administrators; Dr J. M. S. Risk, B.Com., Ph.D., C.A., F.C.M.A., President, The Institute of 
Cost and Management Accountants, Mr A. H. Walton, F.C.A., President, The Institute of 
Chartered Accountants in England and Wales, together with many distinguished representatives 


of the profession from the Continent of Europe. 


The Association’s 
Public Image 


HE Council of ‘The Association of 

Certified Accountants has appealed 
for 700 members to come forward as 
voluntary careers liaison officers to 
ensure that every school, college, 
polytechnic and university is ade- 
quately advised of the advantages of 
registering and studying for the certi- 
fied qualification. Following the initial 
impact of the Association’s television 
advertisement programme, these pros- 
pective students are seen as one area 
of the public with whom it is import- 
ant to develop and maintain the closest 
possible relations. 

The Association also intends to 
release in the autumn a 16 mm colour 
film addressed to school leavers, which 
will be available through the principal 
film libraries who distribute educa- 
tional films to schools. 

Another group of the public with 
whom the Association is particularly 
anxious to maintain effe¢tive relations 
comprises those who employ ac- 
countants, whether as auditors and 
professional advisers, or as members 


of their staffs. A district conference of 
the Association will probably be 
convened later this year to discuss 
ways and means of developing and 
extending the recognition at present 
accorded to the Association by in- 
dustrial, commercial and professional 
management. 

Announcing these measures in 
Certified Accountant, the official jour- 
nal of the Association, the Deputy 
Secretary, Mr Wynne Lovett, F.C.C.A., 
writes: ‘We are forging ahead. ‘The 
recruitment campaign for new students 
is proving highly successful, and there 
appears to be every likelihood that the 
10,000 target for 1972 will be sub- 
stantially exceeded’. 


Questions in Parliament 


BILL to extend the Provisional 

Collection of ‘Taxes Act, 1968, 
to apply to stamp duties is being 
introduced under the “Ten Minute 
Rule’ in the Commons after question 
time next Wednesday by Mr George 
Cunningham (Lab., Islington, South- 
West). 


On the same day, an estimate of 
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the effect of introduction of VAM on 
the finances of the Post Officé Cor- 
poration is being sought by Mr 
Charles Morris (Lab., Manchester, 
Openshaw) and about the effect of the 
same tax on postal and telephone 
charges by Mr Harry Ewing (Lab., 
Stirling and Falkirk Burghs). 

On Monday, Sir Brandon Rhys 
Williams (Cons., Kensington, South) 
will ask the Secretary of State for 
Trade and Industry what consul- 
tations he has had with officials of 
the Bank of England about the 
efficiency of joint stock company 
management. 


Earlier Deadline 


EMBER firms of the London 

Stock Exchange have been re- 
minded by their Council that the 
maximum time now allowed for sub- 
mission of the auditor’s report re- 
quired by rule 79a has now been 
reduced to five months in respect of 
balance sheets dated in 1972. This 
period will be further reduced, to 
four months, in respect of accounts 
for 1973 and subsequent years. 

A previous statement by the Pro- 
fessional Standards Committee of 
The Institute of Chartered Account- 
ants in England and Wales (The 
Accountant, August 13th, 1970) re- 
minded members of the Institute that 
the responsibilities of auditors under 
rule 79a were comparable to those 
under the Companies Acts, and that 
any material curtailment of the scope 
of the audit examination should be 
the subject of a reservation or dis- 
claimer of opinion in their report. 


NUMOUR by Smethurst 


"As AN AGENT ? 
I GET A COMMISSION. 
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Rolls-Royce Assessor 


OLLOWING the recent announce- 

ment in Parliament that the re- 
ceiver, Mr E R. Nicholson, F.c.A., 
had been unable to reach agreement 
with Rolls-Royce (1971) Ltd, on the 
value of the former company’s 
nationalized assets and goodwill, Mr 
WE Parker, CBE., F.C.A., has been 
appointed as assessor to determine 
the dispute. Mr Parker’s decision, it 





has been stated, will be final and 
binding with no right of appeal. 

A Past-President of The Institute 
of Chartered Accountants in England 
and Wales and former senior partner 
of Price Waterhouse & Co, Mr Parker 
retired from active practice last year. 
The preparation of both parties’ 
submissions to Mr Parker will in- 
evitably be prolonged, and his decision 
on the value of the relevant assets is 
not expected for some months. 


Professional 
Merger 


. for integration of the 
Faculty of Auditors with the 
British Association of Accountants 
and Auditors now seem assured, 
following a substantial affirmative 
vote in a ballot of members of both 
bodies. A favourable vote has been 
recorded by nearly three-quarters of 
the membership of both bodies. 

Commenting on his members’ res- 
ponse to the proposals, the President 
of the Faculty, Mr R. F. W. Walwin, 
M.B.E., F.FA.A., said “This is tre- 
mendously encouraging. Integration 
of the profession still has a long, long 
way to go, but this is a great step 
forward’. 

Under the proposed scheme, the 
present membership of the Faculty 
(between 600 and 700) would be 
admitted to the British Association 
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in their respective categories of fellows 
and associates. Present membership 
of the BAA is approximately 1,200, 
so that the strength of the prospective 
amalgamated body would approach 
2,000. 

Formal implementation of the 
scheme, representing the outcome of 
prolonged negotiations, must depend 
on ratification by extraordinary general 
meetings of both bodies. This, in the 
case of the BAA, is not expected to 
be held before June. 


Management 
Consultants’ Lean Year 


Fok management consultancy, 1971 
was ‘one of its less happy years’, 
according to Mr John Gratwick, 
B.SC.(ENG.), A.C.G.L, M.I.MECH.E., 
F.I.M.C., President of the Management 
Consultants Association. In the course 
of his review accompanying the As- 
sociation’s accounts for 1971, he 
writes: 


‘After many years of steady growth, 
1971 saw the first serious decline in the 
market for consultancy since the 
profession started in the late 1920s and 
early 1930s .... The main feature of 
the UK economy in 1971 was the 
remarkable and formerly unthinkable 
combination of stagnation in the 
economy, coupled with a high rate of 
inflation. The steady increase in people 
made redundant, and the number of 
firms closing down altogether, or 
closing plants, intensified the general 
business unease, especially when it was 
seen that unemployment was rising 
at the fastest rate, and to an absolute 
level, greater than at any time since the 


5 


war. 
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Client firms, according to Mr 
Gratwick, were taking much longer to 
make up their minds before authoriz- 
ing work. This reduction in the 
number of assignments available is 
reflected in a decline of 13 per cent in 
numbers of consultancy staff employed 
in the UK during 1971. Despite these 
difficulties, the total fee income earned 
by MCA members ‘in 1971 was over 
£29 million, including £8 million 
generated outside the United 
Kingdom. 


Ambassador Launches 
CBI Train 


HE CBI conference train ‘Impact 

Europe’ (The Accountant, March 
2nd), was officially ‘launched’ at 
Euston station last Thursday by the 
British Ambassador to Paris, Sir 
Christopher Soames, G.c.M.G. In the 
course of his address, Sir Christopher 
described membership of the Common 
Market as a major factor in the trebling 
of the French gross national product 
over the years 1958-70, and suggested 
that British industry was in a stronger 
position to seize the opportunities 
afforded by entering into the Common 
Market than French industry had 
been in 1958. British firms, he said, 
were big by European standards, and 
when it came to the availability of 
capital, the City of London did more 
business than all other European 
financial centres put together. 

He congratulated Sir John Partridge, 
K.B.E., President of the CBI, and his 
team on their imaginative use of a 
specially-equipped train as a mobile 
conference centre, and hoped that all 
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industrialists would take full advantage 
of what was being offered. ‘This ‘train 
journey into Europe’ not only deserved 
to be crowned with success, but needed 
to be. 

u As previously mentioned, the train 
will include four conference rooms 
equipped with closed circuit television, 
and other ancillary facilities. Each 
days session will run from 09.00 to 
17.15, the subjects being: 
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The provisional itinerary for “Impact 
Europe’ was outlined in The Account- 
ant for March 2nd, although CBI 
reserves the right to vary this in the 
light of demand. Applications, ac- 
companied by the fee of £30 per appli- 
cant (non-CBI members £35) should 
be addressed to Mr Donald Cole, 
CBI, 21 Tothill Street, London SWr. 
Fees are inclusive of all instructional 
literature, also morning coffee, lunch 
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registration provided that they’ are 
accompanied by a certified translation 
and that the word ‘Limited’ appears 
as the last word in the title. The 
Registrar of Companies will also 
accept for registration a memorandum 
which states that the registered office 
of a company is to be situated in 
‘Wales’ and not necessarily “England 
and Wales’. 

For the Department of Trade and 


(1) EEC - a general introduction; 


(2) A changed market for British on the train. 


industry ; 

(3) A changed context for the British Welsh Unlimited 
company; 

(4) Effect on management and labour EMORANDA and 
relations; 


(5) Harmonization of laws; 
(6) Changes in taxation, including VAT. 


and afternoon tea, which are provided 


association written in the Welsh 
language, it was announced in Parlia- 
ment recently, will be accepted for 


Industry, the Rt Hon. Michael Noble 
stated that the Secretary of State had 
not exercized his general powers under 
section 2 of the Welsh Language Act 
1967, to prescribe Welsh versions of 
documents used for the purposes of 
the Companies Acts 1948-67. Mr 
Noble was replying to questions from 
Mr William Edwards (Merioneth). 


articles of 





THIS IS MY LIFE 


Breakers Ahead 


by An Industrious Accountant 


RI five on the agenda of the Board Meeting was ‘Fore- 
cast of summer season turnover’, a title which usually 
makes sales managers wax lyrical; but on this occasion 
Scotty was noticeably subdued. He pitched his sales patter 
fluently enough, but his heart wasn’t in it, so finally the 
managing director asked bluntly what was worrying him. 

Scotty said he had a problem and would appreciate 
advice. In passing, this canny opening gambit means that 
he won’t risk giving his own views until he’s first heard 
the directors give theirs. It had only just raised its ugly 
head, he elaborated — another bit of protective jargon 
which may be interpreted to mean that he wouldn’t tell the 
directors until he’d sounded out his own particular cronies 
discreetly. 

Into the ensuing pregnant silence, he dropped his 
brick; his middle-level staff were dissatisfied with their 
present salary structure. Prinny almost had apoplexy 
while protesting it was the first he knew of it (meaning be d 
heard it on the grapevine, but wasn’t ready to analyse the 
implications) so Scotty was bidden to proceed. 

His senior buyers, he explained, weren't too unhappy in 
principle with the presgnt system, which gave them a 
percentage of the gross profit in their particular department 
after deducting such controllable charges as direct wages, 
floor space cost, carriage, and interest on average stock. 


That interest was a wee thing high and the percentage a 
wheen low, of course... 

The managing director said drily that the rates had been 
changed at least twice in the last four years, the buyers 
professing themselves amply satisfied on each occasion. 
Scotty agreed hastily, on the grounds that buyers were 
rapacious robbers who could never be reasonable (meaning 
that he’d keep his foot in both camps while hoping the 
MD would become co-operative if allowed to score the 
opening points). 

The next level, he continued, had traditionally received 
bonuses at the will of the directors, and good generous 
sums they’d tucked away too. Indeed, the bonuses had 
risen as much as to nearly 25 per cent of salary in some 
cases. The chairman nodded in complacent virtue, where- 
upon Scotty pulled the chair from under him, so to speak. 

That was just the trouble, he pleaded earnestly. If the 
year’s trading deteriorated and the profits dropped, then 
the bonuses, because they were voluntary bonuses, would 
drop too. A man could lose 20 per cent of his pay overnight 
without having any legal comeback, whereas even if living 
costs skyrocketed again he had no right, written or un- 
written, to an increase. To sum it up, these younger 
laddies wanted an agreed formula in specific terms. 

The chairman said a fixed formula wouldn’t make for 
friendly feelings; chaps would do better to rely on the old 
spirit of fair play, appreciation, and generosity, and so on. 
That way, they might get their bonus for effort and loyalty 
and all that, even in hard times (meaning that any dashed 
agitators could reap what they’d sown, and good enough for 
them). 

The MD indicated that every rotational switch would 
mean a new agreement and I reminded them that bonuses 
didn’t rank as basic pay for pension calculation purposes. 
Scotty was told that in view of the many potentially 
disturbing nuances we’d think it over (meaning next year 
at the earliest); and he expressed his thanks in worried 
style. In other words, there was trouble brewing up fast. 
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Share Incentive Schemes -II 


Tax Provisions in the New Finance Bill 


S indicated in last week’s issue, one of the alternative 

occasions on which clause 75 (2) of the Finance Bill 
imposes Schedule E tax on an increase in market value of 
shares acquired under an incentive scheme is the occasion 
on which the taxpayer ‘ceases to be a director or employee 
of the body corporate or of an associated company’ (clause 
75 (3) (b)). In this context the body corporate is the one 
-© which issued the shares in question. ‘Associated company’ 
has the same meaning as in section 302 (1) of the Taxes 
Act 1970 (common control). 

It must be borne in mind that the taxpayer need never 
have been a director or employee either of the body 
corporate or of its associated company. The shares could 
have come to him as a director or employee of ‘any other 
body corporate’ (clause 75 (1)). 

Paragraph (ó) of clause 75 (3) is a fair example of legis- 
lative ambiguity. Its scope is cut down by clause 75 (9) 
in the following two ways: 

(1) A person is treated as not ceasing to be a director or 

employee of a body corporate if either: 

(a) he remains a director or employee of an associated 
company; or 

(P) on ceasing to be a director or employee he becomes a 
` director or employee of an associated company. 

. (2) Where a person, after ceasing to be a director or employee 

of A Ltd: 

(a) becomes again a director or employee of A Lta; or 

(b) becomes a director or employee of an associated 
company of A Ltd; 

(in both cases within seven years of acquiring the shares, 

etc.) then clause 75 (2) (which imposes the Schedule E 

liability) is to apply as if he had not ceased to be a director 

or employee of A Ltd. 


Besides cutting down clause 75 (3) (b), clause 75 (9) aids 
in its construction. But these provisions about cessation of 
an office read oddly when one remembers that in them 
‘director’ must be read as including ‘a person who is to be 
a director’; and similarly. with ‘employee’ (Schedule 12; 
Part VII, paragraph 6). Nor is this definition expressed to 
be subject to the context requiring otherwise. Logically one 
can apply paragraph (6) of sub-clause (3) to cases where a 
person becomes about to become a director and then 
ceases to be about to become a director, without ever 
getting into office at all! 

When does a person, in the words of clause 75 (1), 
acquire shares etc. ‘as a director or employee of a body 
corporate’? Section 186 (9) of the Taxes Act 1970 is 
expressly applied for this purpose; but ‘with the necessary 
modifications’ (Schedule 12; Part VII, paragraph 7). 

It would have been simpler to have answered the question 
in the Bill’s own words. Broadly speaking the answer seems 
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to be that he receives ‘as’ director etc., if he receives by 
reason of his being a director, or if some other person 
receives the shares by reason of his being a director etc., 
and passes them to him. The office ‘by reason of’ which 
the shares are acquired may be a past office. 


Connected persons 


Clause 75 (7) provides that for the purposes of clause 
75, where a person acquires shares or an interest in them 
in a body corporate in pursuence of a right conferred on 
Him or opportunity offered to him as a person ‘connected 
with’ a director or employee of that or any other body 
corporate, then the shares or interest are to be deemed 
to be acquired by the director or employee. 

As regards item (c) in clause 75 (3) (cesser of beneficial 
interest), a person whose beneficial interest in shares is 
reduced, is to be treated as ceasing to have an interest in 
such part of the shares as is proportionate to the reduction. 
On the other hand, a person who disposes of shares, or an 
interest in shares, ‘otherwise than by a bargain at arm’s 
length with a person who is not connected with him shall be 
deemed not to cease to have a beneficial interest in the 
shares’ (sub-clause (8)). 

Here the draftsman has contrived to produce a perfect 
ambiguity. One reading is that the sub-clause applies 
only where there is a bargain with an unconnected person 
but it is not at arm’s length. What the draftsman probably 
means is that the sub-clause is applied where both (1) 
there is a bargain not at arme length, and (ii) the other 
party to the bargain is ‘conrected’. To find out whether 
two persons are connected, one must apply section 533 
of the Taxes Act 1970. 

As indicated above, liability under clause 75 (2) 1s 
avoided if the share incentive scheme is approved under 
Schedule 12 and the taxpayer satisfies Part V of that 
Schedule. 

Besides the imposition of tax under clause 75 (2), sub- 
clause (4) imposes an independent charge on the same 
person. If, by virtue of his ownership of (or interest in) 
the shares, he receives any benefit not received by the 
majority of persons who (a) hold shares forming part of the 
ordinary share capital of the same body corporate; and 
(b) have acquired the shares otherwise than as mentioned 
in clause 75 (1), and the benefit is not otherwise chargeable 
to income tax, then he is to be charged under Schedule E 
for the year of assessment in which he receives the benefit 
on an amount equal to the value gf the benefit. 

It is to be observed that the expression ‘market value’, 
is not used here. No doubt, in practice, that will pre- 
sumably be how clause 75 (4) will be construed. The 
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amount chargeable under that sub-clause will be treated 
as earned income whether or not it would otherwise fall 
to be so treated. Liability under clause 75 (4) is excluded 
if either of the two following conditions is satisfied. 
Either — 


(i) the acquisition was made and the benefit. was 
received, in pursuance of a scheme approved under 
Schedule 12; or 


(11) the acquisition was made under arrangements under 
which employees of a body corporate receive as, 
part of their emoluments shares or interests in. 


shares of that body (or of a body controlling it) to 
an extent to be determined in advance by reference 


to the profits of either body (clause 75 (r), (5)). 


Share incentive schemes 


As regards the approval of a share incentive scheme, 
Parts I and II of Schedule 12 apply to the scheme as they 
apply to a share option scheme. These provisions were 
discussed last week. The share incentive scheme must also 
comply with the conditions laid down in the eight para- 
graphs of Part IV of Schedule 12, as follows: - 


(1) The acquisition by any person of shares or interests 
under the scheme must be so limited that the amount 
or value of the consideration for the shares and interests 
so acquired in any year of assessment — - 

(a) does not exceed 40 per cent of the relevant emolu- 
ments paid in the preceding year of assessment; and 

(b) does not, when added to the amount of value of the 
consideration for the shares and interests acquired by 
him earlier (and remaining subject to restrictions not 
attaching to all shares of the same class), exceed twice 
the amount of the relevant emoluments paid as above. 

(2) If shares and interests may be acquired by a person under 

. a scheme and may also be or have been acquired by him 
‘under share incentive schemes previously approved 
under the Schedule, the paragraph 1 limits apply to the 
aggregate under all the schemes. 

(3) Where shares or interests may be acquired by a person 
under the scheme and rights are obtainable or have 
been obtained by him under a share option scheme also 
approved under the Schedule, then the limits under 
Part IV apply to the aggregate of the amount or value 
mentioned therein and the amount limited under Part III. 

(4) Shares or interests acquired by a person under the 
scheme must not be capable of being transferred by him 
while any restrictions attached to the shares do not 
attach to all shares of the same class. 

(s) The price at which shares may be acquired under the 
scheme must not be — 

(a) manifestly less than the market value of the shares 
at the time of their acquisition; nor 


(b) less than 80 per cent of the market value at that time ` 


of shares of the same class to which no other re- 


strictions attach than restrictions attaching to all. 


shares of that class; 

` and similarly with respect to the acquisition of interests 
in shares; and where part of the price is payable after the 
acquisition, the price must be treated for the purpose 
of this paragraph as reduced to such extent as may be 
necessary to take account of the period for which payment 
of that part is or may*be deferred. 

(6) Any restriction attaching to the shares and not attaching 
to all shares of the same class must cease not later than 
seven years after the shares or an interest in them is 
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acquired under the scheme (or if acquired in substifAtion 
for shares or interests previously acquired, nof Jater 
than seven years after the earliest acquisition). 

(7) The scheme must provide that, where shares are issued 
otherwise than under the scheme and otherwise than 
for a consideration to persons who have acquired shares 
(or interests) under the scheme, the same restrictions 
must attach to the shares so issued as are for the time 
being attaching to the shares which (or an interest in: 
which) those persons have acquired under the scheme. 

(8) The scheme must provide that where an offer to acquire 
shares is made otherwise than under the scheme to per- 
sons who have acquired shares or an interest in shares in 
pursuance of the scheme, the offer must be on the same 
terms as offers to acquire shares of the same class which 
are made to shareholders generally. 


As regards capital gains tax, where an amount is charged 
to tax under clause 75 (whether sub-clause (2) or sub- 
clause (4)) on a person acquiring shares or an interest, 
then on the first disposal of the shares (whether by him 
or. someone else) after the acquisition, the amount so. 
chargeable is treated as forming part of the consideration 
(given by the person SES the disposal) for his acquisition 
of his shares. 


Determination of value 


Apart from the procedure on approval of schemes, 
paragraphs 1 to 5 of Part VII to Schedule 12 contain other 
machinery provisions. For the purposes of an assessment 
under -clause 74 (2) the market value at anv time of any 
shares is to be determined by the Inland Revenue. They 


must notify the determination to the body corporate by 


which the shares were issued. That body, as well as the 
taxpayer, may appeal against this determination to the 
Special Commissioners. On such appeal all persons who 
have obtained a right in pursuance of the same scheme 
(and on the same day) may take part in the proceedings. 
The determination of the Special Commissioners is to be 
binding on all of them, whether or not they took part 
in the proceedings (paragraphs r and 2). One might well 
say: ‘What a difference a day makes’. ` 

If in any tax year after 1971—72 a person acquires shares 
(or an interest in shares) in a body corporate, in pur- 
suance of a right conferred on him, or opportunity offered 
him’ as a director or employee of that or any other body 


corporate (and not in pursuance of a public offer), then 


unless he does so under an approved scheme, the body 
corporate ‘issuing the shares’ must notify the tax inspector 
in writing within 30 days after the end of the year. This 
corresponds to section 186 (11) of the Taxes Act 1970 
in relation to option schemes. However, company B would 
not necessarily know that company A had granted to one 
of its employées, an interest in shares in company B. 
Nevertheless, there are penalties for failure to comply. 

In addition to the above duty, companies may have 
further duties imposed on them by regulations to be made 
by the Inland Revenue concerning participation in approved 
schemes. 

Taken all in all, the new provisions hardly make good the 
Government promise to simplify taxation — at least in this 
field. Letters to the press are eloquent of the confusion the 
provisions have caused. 


(Concluded.) 
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Tactics and Strategy in DCF 


VER since payback was replaced by techniques which 

properly take account of the value of time such as present 
volume or DCF, capital investment appraisal work has followed 
along agreed, relatively simple lines of approach. If the present 
value method has been used — as indeed it has been almost 
exclusively in the States — a fixed cut-off rate has been applied. 
to all proposed capital investment projects. If the estimate for 
the project showed a return above this rate, then the project 
was acceptable (ignoring, of course, non-quantitative factors); 
below this rate it was rejected. In the UK, where money has 
been in general, more dificult to obtain, the DCF, or internal 
rate of return, method has been more popular. 

Recently the present value approach seems to have found. 
more favour in the OK. It is, certainly, conceptually more 
satisfactory than DCF; moreover, by extending its use to 
include the profitability index (that is the ratio that the present 
value from the benefits bears to the investment cost), it can be 
used for ranking purposes; finally, since only one calculation is 


necessary, it is generally easier and more straightforward to 
use than DCF. 


No single rate 


If the present value approach is to be used, the main problem 
must be that of deciding what the agreed cut-off rate shall be. 
Until now a company or corporation generally adopted one 
cut-off rate and applied it for all capital appraisal work; no 
doubt this rate had been originally agreed at board-room level. 
Now some doubts are being cast on the desirability of using 
one cut-off rate applicable to all decisions whether short range 
(tactical) or long range (strategical), and whether for one division 
or another. 


In an article ‘Strategic Hurdle Rates for Capital Investment’, - 


in the Harvard Business Review of March/April, 1972, Professor 
Gordon Donaldson of the Harvard Business School argues that 
different rates should be applied for different decisions. He says: 


‘The strategic investment choices open to management 
involve major changes in the sources of the company’s earning 
power, such as a shift in product mix, technology, market 
coverage, or share of market. These changes come out of long- 
range planning or unexpected opportunity and are made at the 
policy level. Tactical investments, often smaller per individual 
proposal but possibly larger in total than strategic outlays, 
continue the business on its existing course — preserving 
established earning potential and taking advantage of normal 
growth within the established share of the market.’ 


The difference is essentially one of time. Tactical decisions 
are made on the basis of accepting the present structure of 
the business and are concerned that within this framework the 
resources of the business are used in the best available way. 
Strategic decisions consider the benefits that may occur from a 
total reallocation of all or most of the resources of the company, 
perhaps committing it to enter into a new market, possibly 
entailing the closure or partial closure of one of the existing 
divisions. Such a drastic readjustment may well mean the 
raising of new capital in the stock-market. However, going to 
the market is a major corporate decision which can only be 
taken at relatively rare intervals in time. 


by R. F. J. DEWHURST, M.A., F.C.A. 


Even within the restricted framework of tactical decision- 
making, it is almost certainly inappropriate to apply a rigid 
cut-off rate throughout the divisions in the company. Any 
assessment of the profitability of individual divisions in a 
company is likely to show that the return on investment actually 
reached varies substantially from one division to another; 
some will inevitably be doing better than others. This may 
reflect more efficient management, but it may be that the returns 
in one sector or industry are notably higher than in others: 
this difference may be long-term or may only be temporary. 
In such conditions it is obviously wrong to apply the same 
standard to all the divisions. 

If too low an overall standard is set, then many projects will 
he taken which will in time pull down the profitability per- 
formance of the company. If too high a standard is set, then the 
poorer divisions will not be able to justify any capital investment 
expenditure. Inevitably they will wither away, and the company 
will lose the benefit — comparatively small though it may be - 
that they bring to the company as a whole. 

It is true that this event is hardly likely to be allowed to 
happen in practice; faced with tke need to justify an impossibly 
high rate for necessary expenditure, divisional management 
will no doubt either arrange the figures to meet the standard 
required, or else prove that the standard must be altered for 
survival. Either way the standard must be adjusted to the needs 
and potentialities of the individual division if the figures 
are to have any meaning. 


Non-financial considerations 


To sum up, the notion — hitherto regarded as sacrosanct — of a 
single cut-off rate appropriate to all project decision-making 
can be seen as not being entirely realistic. The argument has 
always been that, subject to the money being available, the 
projects giving the best money rates of return must be the best 
for the company. Even ignoring non-financial considerations 
such as obligations to employees and shareholders — and it 
seems evident that no company could contemplate doing so 
in the climate of opinion today - it is evident that this just is 
not the case. 

Strategical decisions can only be made at certain times and 
in certain conditions. They tie up men, money and other 
resources for long periods so that they are not available for 
tactical purposes. Even tactical decisions as between divisions 
or sections of a company need different discount cut-off rates. 
Tactical decisions have to accept the status quo, i.e., that the 
division exists, that they have certain assets such as plant and 
machinery, specialist managerial ability, and goodwill with 
existing Customers. 

Granted this, it is utterly inappropriate to apply one company- 
wide cut-off rate for all intra division decisions. Some divisions 
operate in areas of poor profitability: the appropriate target 
for their ROI is the return that other efficient companies can 
earn in that industry. Other divisions will operate in areas of 
much greater profitability and a substantially higher cut-off 
rate can be applied to assess their short-term capital investment 


proposals. 
° 
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How Inflation Erodes Income 


by D. BAWLY, C.P.A.(Israel) 
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There are various reasons why inflation occurs, or why it is more dominant in one country 
than another. There is cost-plus inflation when, in times of over-employment, trade unions 
and local groups of workers press for higher wages which, in turn, cause a rise in 

prices; and there is monetary inflation caused by deficit government spending and/or 
over-lending by banks, as a result of which too much money runs after too few goods. 
While this article will not deal with the economic factors which cause diminution in value 
of the currency, it will attempt to describe the anachronisms in present methods of financial 


reporting, which ignore changes in the value of money. 


N OBODY will dispute the fact that the real value of the . 


currencies of most free countries has been continuously 
diminishing since the end of the Second World War, 
although the pace of inflation has differed from country 
to country. Over a dozen years, steady inflation averaging 


3 per cent annually — that is when prices rise each year by. 


3 per cent — wiil halve the purchasing capacity of a currency; 
in the past two or three years, several countries have 
experienced annual inflation of 6 per cent to ro per cent. 
Just how worrving the impact of inflation is to business can 
be well seen: from the following extract from the 1970~71 
annual report of Rolinco, the well-known Dutch invest- 
ment trust: 

‘Inflation has begun to follow an independent course. It is 
no longer temporary or the result of a past event, nor will it 
eventually pass if only we are patient. No, it has become 
chronic, and is bound to get worse; ... We can mention two 
causes — excessive wage increases and an excessive rise in 
government expenditure — which have become self-generating 
and which cannot within the western structure possibly now 
be stemmed. It is universal, and we can illustrate it equally 
clearly by figures from America or Holland or from almost 
any other country.’ 

And, on the next page: 

‘A built-in urge towards a continuous increase in expendi- 
ture — in consequence of inflation and political pressure ~ 
consumes the increase in taxation revenue before it has been 
earned by trade and industry and thus kindles the monetary 
depreciation into a fire which can no longer be normally 
quenched.’ | 


Exchange fluctuations 


A distinction should be made between inflation and 
fluctuations in the rates of exchange resulting therefrom, 
which usually end in an official devaluation; on the other 
hand, a country revalues when its currency is undervalued — 
as evidenced by a large and growing trade balance in its 
favour. While the American economy witnessed increasing- 
ly rapid inflation, as a result of the Vietnam war, main- 
tenance of military forces in Europe, an increased military 
budget, a deteriorating trading position and large capital 
investments abroad, billions of dollars streamed into the 
West European and Japanese markets because of America’s 
unrequited payments. Repeated crises in the international 
money market and the disappointment caused by the 


slow-down in the pace of the US economy, coupled with the 


: pressure of enormous increase in the dollar balances forced 


on Western Europe and Japan and the internal inflation 
in the United States, brought about the attack on the US 
dollar in the spring and summer of 1971, as a result of 
which there was a de facto devaluation of the dollar in terms 


. of West European and Japanese currencies. Full recognition 


was given to the new relations between currencies when 
the US dollar was devalued in December, while the British 
pound sterling, the Japanese yen and several European 
countries were revalued. 

Late in 1970, in an ‘Occasional Paper’ of the Institute of 
Economic Affairs, Milton Friedman spoke of the counter- 
revolution in monetary theory, paying tribute to Irving 
Fisher — who he considers to have been the greatest 
American economist — and described some of Irving 
Fisher’s basic ideas of 75 years ago, as. presented in his 
book Appreciation and Interest. Already then Fisher made: 


‘the distinction between the nominal interest rate in pounds 
per year per hundred pounds and the real interest rate, i.e., 
corrected for the effect of changing prices. If you lend some- 
one {100 today and in 12 months receive back £106, and if in 
the meantime prices rise by 6 per cent, then your £106 will be 
worth no more than your {100 today. The nominal interest 
rate 1s 6 per cent, but the real interest rate is zero. This 
distinction between the nominal interest rate and the real 
interest rate is of the utmost importance in understanding the 
effects of monetary policy as well as the behaviour of interest 
rates. 


“Fisher also distinguished sharply Geen the actual real 
rate, the rate realized after the event, and the anticipated real 
rate that lenders expected to receive or borrowers expected 
to pay. No one would lend money at 6 per cent if he expected 
prices to rise by 6 per cent during the year. If he did lend at 
6 per cent, it must have been because he expected prices to 
rise by less than 6 per cent; the realized real rate was less than 
the anticipated real rate. This distinction between the actual 
real rate and the anticipated real rate is of the greatest im- 
portance today in understanding the course of events. It 
explains why inflation is so stubborn once it has become 
embedded, because as inflation accelerates, people come to 
expect it. They come to build the expected inflation into the 
interest rates that they are willing to pay as borrowers or that 
they demand as lenders.’ 


While inflation, when moderate (say less than 2 per cent 
per annum), even when constant and experienced by most 
free countries, need not bring about a devaluation, the 
accelerated pace of inflation in recent years in certain 
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comn\odities, has had an influence on the money crisis as 
demand for foreign goods increased, causing greater 
demand for the currencies under less immediate pressure. 
If governments, when aware of inflationary trends, have 
hitherto introduced changes in the value of currency, e.g., 
devaluation or revaluation but still insisted on firm rates of 
exchange, the seventies may turn out to be the decade in 
which the free float of currency — the direct effect of 
market forces, i.e. reaction between supply and demand 
of foreign currency — is introduced. 


on rs followed by higher prices for locally-produced 


inflation turns into crisis 


The above-mentioned crisis in the money market was the’ 
latest in a series of crises which has been erupting more . 


than once a year, especially since the closure of the Suez 
Canal following the Six-day War in 1967, when the 
British devalued the pound sterling from {1= $2.80 to 
£1= $2.40. The following events occurred: | 
1967 Nov. 20 London foreign exchange market closed 
one day. 


1968 Mar. 15 London Stock Exchange, foreign exchange . 


and gold market closed. 

18 Central bankers announce two-tier gold 
system. London Stock Exchange and 
foreign exchange markets open. 

Gold market re-opens. 

D-mark exceeds dollar ceiling. 

20 Major foreign currency markets shut for 

three days. Group of Ten finance ministers 
meet in Bonn. 


1969 Aug. 8 France devalues the franc II'I per cent. 
Sept. 24 German foreign exchanges closed until 
general election on 28th. 
Sept. 28 D-mark floats. 
Oct. 24 D-mark upvalues 9'3 per cent. 
1970 + May 31 Canadian {q^llar floats. 
. 1971 May eo Main European exchanges closed; D-mark - 
and Dutch guilder float. Swiss franc 
revalues 7-1 per cent; Austrian schilling 
revalues 5-05 per cent. 
Aug. 15 Dollar-gold link severed. 
16 Most foreign exchanges, except New York 
and Tokyo, closed. 
Sept. 3 Japanese yen floats. 


Adjustment of gold standard. Devaluation 


of US dollar; revaluation of Japanese yen, . 
German mark, pound sterling, Dutch. 


and Swiss currencies. 


While the currency crisis unfolded at an ever-faster 
pace, inflation within the various advanced countries, as well 
as in South America, continued, reducing the purchasing 
power of the local currency compared to its net worth 
in previous years. According to The Sunday Times of 
August 22nd, 1971, the index of consumer goods has 
risen since 1963 in several countries as follows: - 


Country 1963 Tops 1967 1969 1970 ` 
US . IOO «104 1IO9 II4 IRI 
Japan IO 98` 099 I05 HII 
France IOO IOS 107  II4 126 
Germany IOO 6102 102 102 IO 
Italy . IOO IOI 99 102 108 
Holland IOO r04 104 104 108 
UK IOO IOS 10 123 131 
[Israel IOO © i SD ©) 130 


138] 
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These show the rise in the index of consumer goods, as 
measured in the currency of each exporting country. 
During this period there were devaluations in Britain (14 
per cent in 1967), France (11 per cent in 1969) [and Israel: 
I4 per cent in 1967 and 17 per cent in 1971]. 

Between 1963 and 1969 the GNP in the US, Britain and 
Israel rose by 19 per cent, 27 per cent and so per cent 
respectively in each currency, while the cost-of-living ` 
index rose by 14 per cent, 23 per cent and 50 per cent. It 
may be assumed that the real value, i.e., the purchasing 
power within each country of the dollar, pound sterling 
and Israeli lira dropped during the decade in different 
proportions. As a result, the real growth of the economies 


`- of the three countries was 3 per cent, s per cent and 16 per 
‘cent respectively. But the aggregate financial statements of 
` the firms in each of these economies reflect their nominal 
growth and overstated the profits of the economy by a 


similar percentage. ` 

It is quite extraordinary how little notice has been given 
by the accounting profession to date to this phenomenon. 
Thus, while the so-called conservative merchant is clearly 
aware that in inflation his nominal income is exaggerated 


‘and can be considerably larger than his real income, his 


ostensibly independent accountant ignores such trends and 
approves the reporting of profits based on nominal his- 
torical values, unabashedly allowing the distribution of 
such profits as dividend, althcugh obviously such payouts 
impair equity. 


Inflation and accounting problems 


It is possibly one of the greatest paradoxes of the account- 
ing profession that — in spite of several studies and many 
articles on the subject of inflation, devaluation and increases 
in price levels as compared with original (historical) cost, it 
has — as far as introducing accounting principles influenced 
by these factors is concerned, largely ignored these major 
features of modern economy, to which the floating of ` 
currency may now be added. Certain national accounting 
institutes, including those of the USA and Britain, which 
are aware of the problem, have given considerable thought 
to the subject, but seem unable to reach a working pro- 
gramme that would improve the methods of disclosure, 


‘and take-into account the pressures of inflation. This 


paradox is all the more astonishing when one remembers 
that accountancy likes to think of itself as a forward- 
looking profession, aware of technological progress. 

As The Institute of Chartered Accountants in England 
and Wales notes in its publication ‘Accounting for Steward- 
ship in a Period of Inflation’ (The Accountant, September 
14th, 1968): 

“The majority of companies ... have made no attempt in 
their published annual. statements to measure the extent to 
which their reported profits have been attributable to the 
progressive decline in the value of the currency in which they 
are measured. ...’ 


The statement goes on to say that: 


‘Over a period of years even a gradual fall in the value of 
money will, if progressive, have significant consequences. 
Unless these are quantified, comparisons of results and net 
assets for a number of years fail to indicate to investors the 
real growth (or lack of it) in the business, and management 
remains ill-informed, if not Ke of the extent to 
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which their policies have procured benefits or the reverse 
from the general effect of inflation as distinct from the. 
circumstances inherent in the particular business or trade.’ 


As blunt is a leading article in The Accountant of September 
and, 1971, quoting from the Institute’s subsequent. 
discussion paper Inflation and Accounts: 


‘In periods of inflation, therefore “it is likely that the profit 
shown in a trading organization’s accounts on the con- The American Institute of Certified Public Accountants, 


ventional basis will be an overstatement of the profit”, In Statement No. 3 of its Accounting Principles Board, 
Furthermore, “managemert, readers and analysts may be recommended the application of financial statements 
misled, not only as to the absolute amount of profit and restated for general price level changes (The Accountant, 
capital employed, but by the trends displayed by accounts August 23rd, 1969), while the English Institute came out 
presented on a conventional basis”. In such circumstances the with a rather similar set of recommendations in ‘Accounting 
“implications for the effective deployment of economic for Stewardship in a Period of Inflation’, already men- 
resources need no labouring”? tioned. In both papers recommendations are given — but 
Yet, in practice, in spite o7 the above, little has been done not hard and fast principles — that financial data in which 
to give effect to inflationary trends in financial statements. the influence of inflation can be described should be in- 
The Economist for January 16th, 1971, noted succinctly corporated as additional information annexed to the 
that “Accountants are expected to ignore inflation, but financial reports. 
inflation does not ignore the accounts; it makes a mocker 


y 
of them’. The journal was no doubt correct in its me of financial reporting 


servation, since it is true that, as a result of inflation an few f h d k dvi ; 
the erosion of purchasing power, many industries and Ne abd ith SC to date taken the a Ee = GE 
other enterprises report nominal profits, pay out income e Kë S alesis haber ee ec E K SE utch 
taxes and distribute dividends out of wholly or partly non- x Philips th B a T Sg ge TAPIE T See ie 
existent profits, when in fact taxes reduce the company’s x ee ra £ | — of just how far 
net equity, and the nominal retained earnings paid out as P resent reporting principles fall to reflect business trends 
dividends actually erode the existing equity. and results satisfactorily. Those who claim that reporting 
on a consistent basis is satisfactory protection of manage- 


This subject has increasingly been worrying business, 
throughout E world. Re members f Së London ment and shareholder are deluding themselves when, for 


and District Society of Chartered Accountants in March example, they believe they can fairly evaluate the operating 

1971, the Hon. David Montagu, chairman of Samuel results for 1970 of a firm whose land was purchased in 1948, 

Manas) SE Co id menhiot bankers sad. the plant building was constructed in the mid-fifties, while 

= oe | SGA Aa Aw half the equipment was purchased in 1958 and the other 

‘I hope that the City anc the institutional investors will alf in ro6ç and all figures are piven in historical costs. 
take a lead in encouraging changes in accounting practice An SE ` t Š th hi AFi Or thi t 

which will result in more meaningful accounts as an aid to E EE of this enterprise 


investment decisions.’ (The Accountant, March 11th, 1971.) with that of a completely seu kuqe, recently. assembled, 
with similar production capacity, would be of little meaning 


without a series of adjusting co-efficients. 

Consistency and historical cost have been pivots of, and 
a major factor in, what are known today as ‘accepted ac- 
counting pririciples’. Yet, in modern economies, these are 
the two factors that contribute most to distorting financial 
statements, by ignoring the following factors: 


‘The principle has the disadvantage that the recoveyy of 
historic cost over the life of an investment results fn the 
recovery of a steadily decreasing amount of the original 
investment during an inflationary period. With certain 
exceptions this is a common weakness in British industry, 
and means that there is a serious under-recovery of capital 
taking place.’ 


What is profit d 


When consider:ng long-term periods of inflation, it may be 
useful to discuss once again what is really meant by the 
term ‘profit’. To what extent can the instruments used to 
define profit in a conventional, stable economy hold good 
in periods of inflation? 

This question has, quite clearly, far-reaching implica- 
tions. If, through inflation, real profits are made smaller 
or eliminated and this is rot made clear in published 
financial statements, there may well be a misrepresentation, 
and taxes are collected in a manner not intended by the 
Legislature. If so, then in each year when the level of taxes 


(1) Profits are liable to overstatement in periods of inflation 
because depreciation is usually taken on historical cost. 
As most managements of corporations are not aware of the 
need to charge depreciation at real value rates against 
income, only the relatively lower depreciation is entered 
into the costing of the firm’s products, thus subsidizing the 
customer. Far worse for the company, the profits are 


is not changed, the proportion of taxes to real income 
increases as a result of inflation — a direct contradiction of 
the philosophy of legislative taxation. This David Montagu ` 
(above) realized when he said: 


‘If the effects of inflation are not-reflected in a company’s 
accounts, that company’s profitability can be greatly over- 
stated. This, in turn, can result in the mismanagement of 
capital resources in ways tha: can have major consequences 
for a company’s future, and for the industrial health of the ` 

“nation, if we examine éhe whole industrial scene in the 
= United Kingdom. A major contributor to this distortion is 
‘the accounting principle which calls for depreciation to be 
E made on a historic cost basis. 


computed after only nominal depreciation has been 
charged to the income statement, thus inflating profits out 
of which correspondingly inflated taxes will have to be 


paid, as well as excessive dividends. 
(2) The tax area most affected by changegs’in the value of 


money is capital gains tax. Here it is clearly possible to be 
paying 25 per cent and in Israel up to 40 per cent, tax on 
gains which are in fact not gains at all, but simply the 
difference between good money (original costs) and bad 
money (depreciated currency), instead of comparing : 
the purchase and sale of the assets by the same yardstick. 
In that case the tax will be a tax on wealth and substance 
rather than on gains. 
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(GA While: most financial statements in periods of inflation 
end to show less depreciation than should economically 

be taken, fixed assets shown at historical cost are very often 
understated in balance sheets. This has a direct impact on 


the net worth of equity. Most investments made in fixed ' 


assets, real estate, plants and equipment, were made when 
the purchasing power of the currency was materially 
greater than it is at present. A fair presentation would take 
into account the sum of the Joss in purchasing power over 
the years ‘in relation to the historical cost of the fixed 
assets. This ‘notional’ increment should somehow be 
expressed in the company’s net worth, so that the share- 
holders have an idea of what are the reserves created 
through the erosion of capital, what is the net worth in 
depreciated money and what should be the base for the 
various ratios of growth to be expected, i.e., real net 
equity related to net profits and to real net profits after 
the adjustment as per above. 

(4) If there is no annual adjustment to real value and real 
measurement, financial results prepared on a consistent 
historical basis in a stagnant company will show rising 
profits as a result of the fact that each year less real 
depreciation is charged to the income statement, while 
current costs and profits are increased by the inflationary 
process. 

Similarly, if no such adjustment is made, an investor in 
shares of an affiliate or subsidiary, showing his holding on 
an equity basis, should show as income his part in the net 
reported growth of such an investment and then provide 
for a reserve when adjusting this investment to real value. 

Those versed in advanced accounting questions have 
long been interested in the Philips experiment, in which 
the management has for years been presenting in its 
published reports to its shareholders financial statements 
based on annual adjustments to real values. Their tech- 
niques are discussed at some length in Accounting Research 
Study No. 6 of the AICPA, ‘Reporting the Financial 
Effects of Price Level Changes’. 

During a period of rapid growth, until the late sixties, 
investors were not too bothered by what they must have 
regarded as a quaint eccentricity on the part of manage- 
ment, but when the company stopped paying out dividend, 
indicating that, while it continued to show profits on a 
comparative basis, its real profits were close to zero, the 
trading and net worth of Philips’ shares was hurt. 
In The Sunday Times for October roth, 1971, James Pool 
said: 

‘The company and its share-rating suffers, rather than 
gains, from the unique inflation-proof replacement cost 
accounts. Assets are upvalued every year and depreciated on 
what it would cost to replace them, not their original cost. 
This means problems with tax, for example, and Philips is 
seriously considering modifying the system, while sticking to 
the basic principle. The company now gives comparative 
profit figures with normal depreciation, because as inflation 
accelerates, the Philips method produces lower and lower 
profits. By the second quarter of this year the reported 
earnings per share would have been 17p on normal deprecia- 
tion but Philips actually reported 3p earnings. 

‘Not surprisingly international shareholders have become 
jaundiced, especially now that Philips shares sell at 30 per 
cent below their conservative book asset value. A decade.ago 
Americans owned a massive 37 per cent of Philips; today it is 

` under 12 per cent and the British hold less than 4 per cent.’ 


Both Statement No. 3 of the American Accounting 
Principles Board and the British ‘Accounting for Steward- 
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ship' recommend that, to adjust financial statements from 
the historical cost to one that accounts for price levels, a 
distinction should be made between monetary and non- 
monetary items. After making this distinction, both 
Institutes recommend that the non-monetary components 
be adjusted to take into account price level fluctuations, 
while continuing to show monetary items on a historic cost 
basis unless pegged to some value clause. 

It may be useful to distinguish between price level 
adjustments relating to inflation and those following 
changes in the rate of exchange. Not less important could 
be the treatment, in future, of the fluctuations connected 
with the free float of currency — a system which could well 
develop in the seventies. Whereas the treatment of price 
level adjustments relating to inflation in effect attempts to 
establish a yardstick adjusted to allow current comparison 
with what heretofore was shown at historic cost, adjust- 
ments pertaining to devaluations (or, even more seldom, 
revaluations) include a non-recurring, extraordinary series 
of items which probably will not take place more than once 
or twice per decade. 

Current assets and current liabilities not pegged to 
foreign currency rates, or to the cost-of-living “index 
where inflation is in swing, should not be regarded as non- 
monetary under any circumstances. Inventories, usually ` 
shown at cost or market values, should not be marked up as 
non-monetary items but should be shown at nominal value, 
unless these inventories are kept over a longer period and a 
substantial increment may be attributed to them. 

It will usually require too much work to evaluate what 
portion of the income yielded on the sale of inventories 
can be attributed to price level changes and what part to 
real profits resulting from work carried out by the firm. 


Numerous problems 


This article has purposely avoided delving into the 
technicalities involved in maintaining financial disclosure 
in real values, compared to the present more customary 
method of reporting on nominal historical costs. There are 
numerous problems that need attention when dealing with 
the application of real values. In fact, too rigid an account- 
ing policy in this area could create more inconsistencies 
than dealing with each case on its own merits. 

Writing in the AICPA Journal of Accountancy for 
February 1971, Paul Rosetield describes what could 
happen when rigid accounting treatment, adhering to 
Statement No. 3, is applied to a multinational concern 
operating in different countries suffering from inflation 
while only one currency is devalued. Even when dealing ` 
with inflation in one country only, its pace varies between 
the different sectors of the economy; thus real values are 
not necessarily those pegged to the cost-of-living index but 
could in fact be more precisely determined when related to 
specific items influencing inflation. | 

It could be that when ‘real value’ accounting is introduced ` 
the public will be less than enthusiastic, especially if net 
income and dividends, as a result, will be smaller than those 
that could be expected if computed on historical costs. . 

An additional obstacle may well be presented by govern- 
ment offices and agencies; it is doubtful whether they will 
show much enthusiasm for ‘real.value’ accounting. Until 
recently these bodies were complacent about historical 
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cost presentation, as many sections of the economy showed 
substantial profits under these methods. It is doubtful 
whether ‘the Establishment’, worried as it is about prices 
for other reasons, will be happy to acknowledge that this 
inflation has also eroded the income of industrial under- 
takings as shown in financial statements. Members of ‘the 
Establishment’ may suspect that ‘real value’ accountancy 
will lead, before long, to pressures to assess assets and 
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income for tax purposes on a ‘real value’ basis ratherAhan 
historical costs, and this would contract government revenue. 

The profession, once convinced that real value account- 
ancy presents a fairer description of business, can be 
expected to press towards its general introduction in the 
economy. In view of the present inflationary trends, 
the sooner it is convinced the better it would be for 
the economies of the free world. 


Ciose Company Distributions 


by H. S. A. MACNAIR, F.C.A. 


The far-reaching character of the changes proposed in the system of corporate taxation 
_ and the imminence of their practical effects makes it urgent for accountants to familiarize 


themselves with the future out/ook. 


The rates to be applied in 1973-74 are not yet known so that the illustrative rates 
put forward in the Green Paper (Cmnd 4630) have been used in the following article. 
As an adjunct to the Finance Bill and accompanying White Paper on corporation tax 
reform (The Accountant, April 13th) it is hoped that these preliminary thoughts will 


help to put the new arrangements in perspective. 


|. substantial changes foreshadowed in the taxation 
rules applicable to close companies, taken together with 
the new look for corporation tax, make it desirable to 
consider in numerate terms the key points in the existing 
and future systems. A major difficulty in discerning the 
pattern of operation of these systems arises from the ob- 
session with ‘clawback’ whereby every relief has to be 
withdrawn in full, over an area which often extends more 
widely than that of the relief. 

The first ‘clawback’ springs from the tapering-off of the 
reduced rate of corporation tax for small companies with 
total profits between {15,000 and {25,000 in a year. At the 
lower point the value of the relief implicit in the lower 
_ (illustrative) rate of 40 per cent would be ro per cent of 
£15,000, namely {1,500 and this must be recovered by an 
addition to the 50 per cent rate applicable through the 
tapering-off zon2 as well as above it. That addition amounts 
to 15 percentage points (15 per cent of {10,000 is £1,500) so 
that the rate of tax imposed on total profits chargeable at 
the standard rate between {15,001 and {£24,999 is 65 per 
cent. The Chancellor’s proposals may enkindle less 
enthusiasm in some quarters when expressed in the form 
of the following table: 


Per 
cent 
The first £15,020 to be chargeable at eg a? 40 
The next {10,coo to be chargeable at.. W Sp 65 
The remainder (above £25,000) to be chargeable at .. — so 


Perhaps it is some consolation that capital gains will be 
chargeable at a lower rate, apparently three-fifths of the 
chargeable gain being brought into account. However, this 
30 per cent rate 13 exceeded for gains brought into charge i in 
the range {15,001 to £25,000, as the following example 
shows: ° 


e g 




















Trading profits 12,000 
Chargeable gains £20,000, ‘of which three- 
fifths requires to be brought into charge 12,000 
Corporation tax at so per cent 24,000 12,000 
Less Abatement (£25,000 —~ 24,000) x 
12,000 at 15 per cent | 
SE 5p Gs ge | 75 
11,925 
Less Amount representing tax on trading 
profits £12,000 at 40 per cent 4;800 
£75125 
Equivalent to an effective rate of Ge Se 35°625 per cent. 


Abatement for shortfal! 


The next clawback to consider arises in relation to the 
abatement for shortfall, whereby profits net of corporation 
tax occasion no liability if not exceeding £5,000. This 
abatement concerns only estate or trading income. The 
following computation shows that income up to {10,555 
will escape liability from 1973-74: £ £ 

















Estate or trading profits eh 10,055 

Less Corporation tax at 40 per cent .. 4,222 

Profits net of tax š 6,333 6,333 
Less Abatement (maximum) . 5,000 5,000 
Less clawback so per cent of excess .. 1,333 667 

£2,000 

Required standard is so per cent of £2,000 £1,000 
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IN then Financial Secretary to the Treasury stated that 
where'a trading company’s shortfall in distribution is no 
mote than £1,000, the Revenue will take no action (Hansard, 
March 22nd, col. 1640). It will be seen, therefore, that from 
1973—74 (if the illustrative rates take effect) a company 
with estate or trading income not exceeding £10,555 need 
not worry about shortfall at all, and can also enjoy up to 
£500 of other income (limited to ro per cent of estate or 
trading income). In this connection the statutory relief 
for ‘investment’ income arising to financial institutions 
engaged in trade should be borne in mind (sections 25 (2) 
and 25 (3), Finance Act 1971). 

It may be helpful to tabulate the corresponding par- 
ticulars within the zone affected be shortfall ‘clawback’ of 
abatement as follows: 

£ £ £ ` £ 


















































Estate ortrading income 15,000 20,000 25,000 30,000 
Corporation tax: 

40 per cent .. 6,000 6,000 

65 per cent .. 3,250 

So per cent .. 12,500 15,000 
Net profits 9,000 10,750 12,500 15,000 
Abatement .. e 3,000 2,125 1,250 — 

6,000 8,625 II,250 15,000 

Required standard .. £3,000 £4,312 £5,625 £7,500 


























The impact of the shortfall liability in terms of tax will 
vary with the pattern of shareholdings in each company and 
the individual circumstances of the shareholders. There is 
no question of collecting income tax at the standard rate of 
30 per cent on the amount of any shortfall despite the credit 
at this rate imputed to shareholders for, ex hypothest, the 
company will have become liable to EN tax to the 
required extent. 

Hence all that remains to be considered is the investment 
surcharge of 15 per cent on investment incomes exceeding 
£2,000 and income tax at the higher rates which begin to 
bite on a taxable income exceeding £5,000. Where holdings 
are widely dispersed, some advantage will flow from the 
rule which precludes a charge on an apportioned amount of 
£200 or less — a threshold which, however, sinks to 5 per 
cent of the amount apportioned where that is less than 
£4,000. In the above table the first column shows a 
required standard of £3,000 of which 5 per cent would be 
£150 so that this marks the point below which no charge 
would be made on a single individual for the purpose of the 
investment surcharge and of income tax at the higher rates. 

In order to compare the prospective tax saving under 
existing and future systems, a comparison may be made on 
the assumption that the entire shareholding is concentrated 
in the hands of one individual (and his wife), and that 
he has an earned income of £5,000 with personal reliefs 
and charges in balance with other income. Under the future 
system the surcharge is therefore computed on the footing 
that there is no other investment income. The income tax 
at the higher rates after April 5th, 1973, is stated exclusive 
of the first 30 percentage points (the 30 per cent rate applies 
up to £5,000); for surtax, the rates commence above the 
£2,000 ‘nil’ level utilized against earned income. The 
tabulation is as follows: 
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Present System 
Accounts for year to March 31st, 1972 | 
Profits ; 30,000 
Corporation tax 40 per cent . 12,000 
18,000 
Retention at 40 per cent 7,200 
Required standard . £10,800 
Taxes exigible: 
Income tax at 38-75 per cent 4,185 
Surtax (above £2,000) 
£o to £2,000 ` S ki m pi ae nil 
first £1,000 at 11} per cent I12 
next {1,000 at 17$ „p > 175 
next {1,000 at 22$ „p » 225 
next {1,000 at 275 ,, > 275 
next £2,000 at 32$ ,, ,, 650 
next £2,000 at 374 ,, o 750 
balance £800 at 42$ ,, ,, 340 
Corporation tax . 12,000 
Aggregate taxes £18,712 
Net retention by company {£11,288 
Future System 
Accounts for year to March 31st, 1974 
£ 
Profits š; 3o,ooo 
Corporation tax so per eent 15,000 
15,000 
Retention at 50 per cent 7,500 
Required standard £7,500 
Income tax at 30 per cent .. SN SS Y nil 
Surcharge: 
£2,000 at nil j sa ui gë e — 
5,500 at 15 per cent 825 
£7,500 
Income tax at higher rate components: 
£o to £5,000 Se x = P = nil 
first {1,000 at ro per cent IOO 
next {1,ooo at 15 „p o Iso 
next {1,000 at 20 ,, ,, 200 
next {2,000 at 25 p è p 500 
next {2,000 at 30 „p p 600 
balance {500at35 ,,__,, 175 
Corporation tax 15,000 
Aggregate taxes... fa a T .. £17,550 
Net retention by company , £12,450 


A further feature of the new system is that there is an 


incentive to distribute the full amount requisite in dividends. 


No doubt when considering a ‘one-man’ type of company 
such as the foregoing example illustrates, it could be 
arranged for the balance of the dividend to be re-lent to the 
company after meeting the shareholder’s liability to the 
surcharge and income tax at the higher rates in excess of 
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30 per cent. “n such a case it ‘would suffice to declare and 
pay dividends of only £6,500 (in the above example) and 
the resultant savings would appear as follows: 





£ 
Surcharge saved on vice at 1 5 per cent.. 150 
Income tax at higher rate component saved: 
£500 at 35 per cent 175 
£500 at 30 per cent 150 ` 
£475 


If one assumes that the burden of taxes resulting from a 


shortfall assessment is one to be discharged by the company, 
the increase in the retention in this instance would be 


£1,475 on account of the ‘disregard’ of £1,000 as contrasted ° 


` with only £1&1 under the present system (£100 plus tax at 


38°75 per cent and 424 per cent above). The value of this. 


concession on its own is substantial, when it is considered 
that in the foregoing example the saving by reference to 
rates of tax is only £1,162 (£12,450 minus £11,288). ` 

‘The tax savings would, of course, be greater if the 
dispersion of shareholdings were such as to mitigate the 
‘incidence of the surcharge and income tax at the higher. 
rate components (and possibly to drop some items out of 
apportionmen: as minimal) but the advantages of dis- 
persion under the new system are not significantly different 
from those which obtain under the present system. 


Due dates of payment 


It would be interesting to consider the time-table of pay- 
ments for a close company with profits of {£30,000 in the 
year ending March 31st, 1974, as illustrated above, as- 
suming a prezerence share capital of {20,000 on which 
dividends at 2Ä per cent are payable half-yearly in January 
and July, together with an ordinary share capital of 
£14,000 expected to rank for an interim dividend of ro 
per cent in March and of 15 per cent when the accounts 
` are approved (say in September). The sequence would be 
as follows: ` 

Payments by company: 

Preference dividends: 
July 1973, 74 per cent of £20,000 ER 


























year) .. 750 
Less 30 per cent ACT (advance pay- 
ment of corporation tax) ! 225 225 
Dividenc paid to shareholders £525 
January-;1974, ACT (as above) | 22 5 
Ordinary dividends: 
March 1974, 10 per cent of {14,000 .. £1,400 
ACT 3/7ths of £1,400 l 600 
September 1973, 15 per cent of £14,000 £2,100 
ACT 3/7ths of £2,100 . goo 
£1,950 
Corporation tax on profits: 
. January 1975, so per cènt of {30,000 .. £15,000 
Less advance payments .. —-1,950 
£13,050 
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Payments by shareholders (again assuming ‘one-man’ -ownerghip): 
1973-74 1974-75 


Dividends received as above: 


























Preference 1,050 
Ordinary 1,400 2,100 
2,450 2,100 
Add income tax credit at basic rate of 
30 per cent T T Sé 1,050 goo 
3,500 3,000 
Investment surcharge at 15 per cent (as- | 
suming individual circumstances similar 
to those used in the foregoing examples 
and treating the income received in the 
second heed as formung = of a larger 
income) . ad e 225 450 
Higher rate income ‘tax: ' | 
10 per cent 100 
I5 > »” ISO 
20 ,, ” 200 
25 > ” 125 375 
30 > ” 450 ` 
Total surcharge and tax at higher rates .. - £800 £1,275 
Payable: ze P July 6th, July 6th, 
1974 1975 


So as to bring out the more significant elements, the 
above example omits the shareholder’s liability on the 


. final dividend at September 1973 (£1,275 payable July 


1974) and the ACT maturing at September 1974 (£900). 


Anti-avoidance measures 
A transitional problem to be considered stems from the 


fact that companies will have to account for income tax at - 


the standard rate withheld from dividends (or attributed to 
dividends paid “free of tax’ by grossing up) if these are 
payable on dates before April 6th, 1973. The-temptation to 
delay payment of such dividends is the converse of that 
which encouraged acceleration in the circumstances pre- 
vailing at April 1966. It is proposed that an excess of divi- ` 
dends paid after April 5th, 1973, over the ‘standard’ 
will give rise to a liability to account for income tax, 
outlined by Mr Patrick Jenkin in the Budget debate ( The 
Accountant, April 6th.) 

The, first point to notice is that dividends paid in the 
three years after April 5th, 1973, at a level corresponding 
to the standard (50 per cent of taxable income is the pro- 
posed formula) are permissible without penalty in any 
event. Secondly, the maintenance at. the level effective in 
1971~72 of dividends actually paid in 1972—73- will of itself 
entail complete freedom of action as regards the scale of 
dividends paid after April 5th, 1973: l 

The penal proposal involves averaging, and it appears 


that tax will be payable to the extent that aggregate divi- 


dends after April 5th, 1973, exceed the average of the four 


` ‘years spanning the change — a formula elucidated further 


in the Finance Bill. It remains to be seen to what extent- 
the Government’s proposals will be modified by the 
time the Finance Act emerges from the proceedings in 
Standing Committee. Indeed, if the experience of 1965 
offers any precedent, one should reckon with the possibility 
of further changes to be written into future legislation. 
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LEN ER FROM AMERICA 
From Chaff to Wheat 


From Our New York Correspondent 


AST-MOVING events of the last few weeks have 
done much to clear accountants on this side of the 

Atlantic of the charge of indifference to the mounting 
chorus of public criticism directed against the profession. 
Not much more than a year has passed since the American 
Institute launched a radical review of the organization 
and workings of the Accounting Principles Board. Barely 
a month has passed since publication of a bold set of pro- 
posals by the study-group set up by the Institute and 
headed by Mr Francis M. Wheat, well-known solicitor and 
former commissioner of the Securities and Exchange 
Commission. And, before this dispatch sees the light of 
day, the Council of the American Institute is.likely to have 
‘adopted the substance of these proposals and to have 
directed that they be put into effect by the end of this year. 

This closely-knit time-table belies the accusation that 
accountants — and above all, their rule-making body — 
can talk any subject to death. Yet the truth is that the 
APB, although only 13 years old, has become steadily 
more overburdended by both the public and the profes- 
sional demands imposed upon it. 

The public has insisted on greater rule-making activity, 
and has questioned whether an 18-member board, however 
skilled and devoted, can possibly perform this function on 
an unpaid, part-time basis. Economists and financial 
analysts have questioned the wisdom of limiting member- 
‘ship of the board to holders of the AICPA certificate. 
Accountants have wondered how a part-time board could 
continue to keep abreast of the mounting complexity of 
professional problems, and to direct the increasingly 
detailed research work that must be built into their 
solution. 


Private control or official regulation 


In a country boasting the most expensive and. elaborate 
governmental machine in the history of the world, the key 
issue faced by the Wheat group was whether the time had 
come for the present system to be superseded by full-scale, 
official regulation. The Wheat report points out that there 
are many American precedents of effective public regula- 
tion, the most recent of which is the establishment in 1970 
' of the powerful Environmental Protection Agency to set 


air and water standards. The report also recognizes the- 


pivotal role of the SEC, whose newly-appointed chief 
accountant, Mr John C. Burton, is renowned as much for 
his stringent criticisms of reporting practices as for his 
brilliant professional career. But the report’s conclusion is 
that responsibility for standard-setting should be retained 
_ in the private sector — so long as the profession demonstrates 
the ability to carry out the task and to command the 
acceptance of the business community and the public. 
The purpose of the Wheat proposals is to make sure that 
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this essential condition can be met. The role of the APB 
would be taken over by a full-time, seven-member Financial 
Accounting Standards Board. Four of.the members would 
have to be drawn from firms in public practice and be- 
longing to the American Institute, but the other three 
could be brought in from any part of the business com- 
munity. As a further defence against the charge that 
rule-making has been too inbred and too closely controlled 
by accountants, public hearings and a published record of 


. the discussions leading up to the decision would prepare 


the way for each pronouncement. 

Since the proposed board would be less than half the 
size of the existing one, with its members allowed to serve 
for up to ten years (against the maximum of six years for 
the APB), the method of its selection assumes critical 
importance. On this point, Mr Wheat and his six associates 
(only three of whom are CPAs) devised an arrangement of 
almost Byzantine complexity. 

An entirely new body, to be known as the Financial 
Accounting Foundation, would be set up for the purpose. 
Although the President of the American Institute would be 
an ex officio member of the Foundation and the other eight 
members would be selected by the Institute’s Board of 
Directors, appointed members would serve for a longer 
term than the President — and half of them would be drawn 
from outside the ranks of practising accountants. 

The four outside ‘trustees’ in the Foundation would be 
chosen from names submitted, respectively, by the 
Financial Executives Institute, the National Association of 
Accountants, the Financial Analysts Federation and the ` 
American Accounting Association. Under this arrangement, 
the hope is that the Foundaticn would adequately represent 
company finance, stock exchange interests and the academic 
world. Moreover, these sections of the business com- 
munity have already expressed general approval of this 
method of appointing both the proposed standards board 
and an advisory council whose purpose would be to provide 
even wider contacts outside the immediate confines of the 
profession. 


Expensive prospect 

Perhaps the most alarming aspect of the Wheat report is the 
cost of putting its recommendations into effect. Members 
of the standards board would be paid the annual equivalent 
of at least £30,000 each, together with “appropriate fringe 
benefits. The total annual cost of the new system is 
estimated at the equivalent of more than £r million. On 
the other hand, the output of rulings would presumably be 
much higher than under the present system, which has been 
bringing forth less than two opinions a year. 

Moreover, when measured against the resources of the 
profession as a whole, these additional overheads seem 
relatively modest. A few weeks ago, Business Week pub- - 
lished an article describing public accounting as ‘big 
business — and a growth business’. It underlined the point 
by estimating the total domestic revenues of accountancy 
firms at the equivalent of {1,000 million annually, with 
America’s big. eight accountancy houses generating nearly 
half the total If these estimates are anywhere near the 
truth, the proposed Foundation hardly needs to fear that 
the reform and reorganization of the APB will be stoppec 
in its tracks by lack of funds. , | 
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New-style Drakes 


RAKES LTD is one of the new breed of company reno- 
vators, situation seekers and money. users. In case some 
readers may think the worst, let it be said that three of the four 
' directors. are chartered accountants and the secretary makes 
‘four. 
The year- covered by the accounts reprinted this week was 
eventful, with much realization of funds through sales of 
previously. acquired companies, the take-over of one of the 
biggest UK shoe manufacturers and, finally, a decision to stop 
taking on industzial activities and to concentrate on investment 
earnings and growing property interests. 
So that shareholders can see both where their company stood 


in fact at the end of 1971 and where it stands now, in effect, 
following extensive asset realizations, a pro forma balance sheet 


is provided. The difference between one balance sheet and: the 
other shows the effect of the new-style entrepreneurial financier- 
cum-industrialist at work. 

Drakes’ chairman, Mr C. L. Metcalfe, F.c.a., takes share- 
. holders stage by stage through 1971. Successful offers for the 
outstanding minority shares in the Auster and Yorkshire Brick 
companies were made — Auster’s small engineering sub- 
_sidiaries were ‘duly closed down’ and the factory premises sold, 
but the newspaper distribution company continued to make a 
satisfactory profit. The Yorkshire Brick group is reported 
to have had an excellent year and the main source of income — 
a limestone quarry — is peeked to produce continued earnings 
increases. 


Sales 


Shareholders are told that since obtaining control of The 
Yorkshire Brick Group, over £850,000 has been realized on 
sales of surplus land and investments without affecting the 


_concern’s profitability. Since the end of the year the builders’ 


merchant subsidiary, J. R. Mitchell, has been sold for £450,000, 
. which was a {50,000 premium over its net asset value. 
- The Parker Winder & Achurch company was given the full 


treatment after acquisition for £1,400,000. Two trading sub- ` 


sidiaries ‘were both quickly disposed of for a total consideration 
of £900,000. That left two main properties in the company 
_ with a book value of £1,050,000 for which Drakes had effectively 
paid £500,000. Acquisition of the freehold interest in the com- 
pany’s London building cost £485,000 and the present value 
of the properties is over £3 million which should increase 
still further by the end of 1973 on completion of modernization 
and re-letting. 

Drakes’ largest acquisition to date was. the Norvic Shoe 
company which cost {4-9 million, mainly in shares and con- 
vertible loan stock. Most of Norvic’s overseas interests were 
immediately sold for {1-1 million in cash and net realization 
from the closure of the Australian subsidiary is put at a further 
£300,000. 

Agreements have been signed to sell Norvic’s chain of shoe 
__ shops for £2-9 million cash amd the value of remaining properties 
` and assets not used in manufacturing is some £450,000. It is 
explained that the shops, although showing a profit on trading, 
would have been loss-mgkers on the current turnover had 
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economic rents been charged in line with the revalued re 
put on them by the directors. 


Investment arm 


Dowgate & General Investments is described as Drakes’ ‘in- 
vestment arm’ and Drakes’ 24 per cent interest in the company 
is valued at {2-3 million. Assets under Dowgate & General's 
management are now over {7 million. In consort with Dowgate, 
Drakes have a holding in The Clifton Investments concern 


_ which is an authorized investment trust ‘and which it is in- 


tended to expand actively by a policy of acquisition’. 

The holding in Clifton is'almost 20 per cent and details of 
investments representing more than ro per cent of the com- 
panies concerned are detailed in Note g to the accounts. It 
will be seen that Dowgate & General Investments is not re- 
garded as an associated company for accounting purposes — 
a view with which the auditors presumably concur. 

Investment activity through Dowgate & General and through 
Clifton, and by Drakes directly, is now to become the growth 
point in Drakes’ operations, Mr Metcalfe states under the 


. heading of ‘Future Policy’ that after very careful thought the 


directors ‘decided that Drakes did not wish to enlarge further 
its industrial earnings and felt that it was in its shareholders’ 


‘interests to concentrate on investment earnings -from sub- 


stantial shareholdings in associated companies and from its 
growing property interests’. 


Liquidity 
To put the decision into effect a major shareholding was bought 
in Barker Ellis Silver Co Ltd in order to use that company as a 
vehicle into which Drakes’ major industrial activity — Norvic 
Manufacturing — would be injected. Drakes will provide 
assistance for future acquisitions by Barker Ellis and participate 
in the growth of that company through the investment stake. 
During last year the net asset value of Drakes’ shares, taking 
properties at directors’ valuations, very nearly doubled. The ` 
increase of as much as 98 per cent was considerably helped by ` 


the retention of £420,000 from the year’s profit. The pro forma 


balance shows the important effect of the various disposals. 
since the end of the financial year and in particular the -con- 
siderable liquidity of the group. 

Day-to-day management of Drakes’ activities has been split 
with the chairman handling the industrial situations and Mr 
Christopher Selmes, with whose name Drakes is popularly 
associated, directing the investment policies. With the revised 
conception of Drakes’ future development, Mr Selmes is taking 
over the chairmanship of Drakes and Mr Metcalfe will take 
over direction of Barker Ellis and has resigned from the Drakes 
Board. 

‘Our partnership to date’, Mr Metcalfe says, ‘has proved to 
be most effective and I have every reason to believe that this 
association will continue with good effect.’ 


W. Canning 


HE group led by W. Canning & Co is Neger with 
electroplating in terms of chemicals, polishing equipment 
and .plating plant and also with metal fabricating, pumps 
effluent plant and specialized electrical control equipment. 
The company’s 1971 accounts reflect depressed trading con- 
ditions — pre-tax profits down 15 per cent — but also considerable 


increase in fixed assets as the result of spending on works ` 


developments. 
Commenting on the accounts Mr L. G. Mummery, F.c.A., 
who is chairman and managing director, draws shareholders’ 
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attention to the inclusion of the group’s share of the profits 
of thé, Australian Associated Company, instead of dividends 
received as formerly, but explains that the consolidation pro- 
cedure has not been adopted for the remaining associated com- 
panies because of the much smaller value of the investments. 
In these cases the original method of accounting in terms of 
dividends received is continued. 

The first note to the profit and loss account shows that 
£274,000, representing work completed on an overseas plant in 
progress, has been included in sales of £14°66 million. In the 
past, credit has been taken for sales and profit only in the period 
in which a contract is completed. The size of the overseas 


contract is such that deferment until final completion would . 


have caused an unacceptable distortion as between the two 
financial years involved. Credit has therefore been taken in 1971 
approximately in proportion to the amount of work completed 
but with ample provision for contingencies. 


Calendar Year 


OLLETT, DICKENSON, PEARCE INTER- 

NATIONAL LTD is a group of advertising companies. 
The accounts for the eight months’ period to December 31st, 
1971, were recently issued — the accounting date having been 
changed from April 30th which, as Mr J. W. Pearce, the chair- 
man, says, is a ‘non date’ in the advertising industry. Clients 
usually plan their campaigns in accordance with the seasons 
and not to meet the financial needs of advertising agencies. 

There is no reason, Mr Pearce admits, why a client should 
not, through the exigencies of the market, move heavy ex- 
penditures at short notice from say April to May. Under the 
company’s old financial year, this expenditure moved from one 
financial year to another and the date of April 30th provided 
an additional and unnecessary hazard in forecasting. 

So to give shareholders as accurate a picture as possible of the 
company’s position and progress, the date has been changed 
to the calendar year. ‘Not even the most resolute clients’, Mr 
Pearce comments, ‘or even the most remorseless market forces, 
have so ‘far succeeded in changing the dates of Christmas Day 
and New Year’s day.’ 

And so this company joins the calendar-year companies and 
adds to that vast flood of company reports that come out at this 
time of the year. 


Fisons 


UBLIC company directors and executives should be aware 

of the stock-market’s rating of their company’s shares, 
but not necessarily motivated by it. Companies have been 
brought low by boardroom attempts to push expansion and 
earnings to the levels that an overbought share-market had 
suggested they ought to be. 

The Fisons people obviously watch the share ratings. The 
Fisons operational view notes that “The strength of the com- 
pany’s share price and consequently its price-earnings ratio 
seems to indicate that the stock-market has begun to give 
recognition to Fisons as a pharmaceutical share, with strong 
growth prospects underpinned by steady earnings from agri- 
culture. Since the company refined its field of activity to “human, 
plant and animal health” our programme of disposing of peri- 
pheral assets has continued. This, coupled with the exercise 
of rigorous discipline in the control of fixed and working 
capital, brought about a further strengthening of the liquidity 
position of the Group, both throughout the year and at year- 
end, normally a peak borrowing period.’ 

No doubt those factors had much to do with the Fisons share 
rating improvement, but the general bull market of 1971 -72 
surely had something to do with the rise in the price as well. 
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When this column hears intricate discourses at inordinate 
length about the rating of a company’s shares, it is invariably 
reminded of the story attributed to the knighted father of that 
well-known chartered accountant now playing cricket for 
Yorkshire. Having been comprehensively bowled for next to 
nothing, the great man was asked what happened. Did the 
ball kick, do a bit off the wicket or off the seam, was it bowled 
from wide of the crease, did it swing early, swing late, come in, 
go away, did it sit down or squat, did it go away with the arm? 
What happened? 
He said, ‘I missed it.’ 


Trade Indemnity 
RADE INDEMNITY COMPANY’S chairman Mr F. E. P. 


Sandilands comments on 1971 in his annual review as a 
year of few but substantially larger failures. Rolls-Royce, 
Upper Clyde Shipbuilders and Lines Brothers were ‘three 
outstanding examples. 

The rise in the value of failures concealed, however, a fall of 
almost 26 per cent in the number of failures notified to the 
company. Evidence of the company’s close links with the 
fortunes of the economy can be seen in the fact that failures 
notified in retail and wholesale distribution fell by 42 per cent, 
whilst those in the engineering sector remained at a high 
level for most of the year, dropping eventually by no more 
than 15 per cent. 

Elsewhere, substantial decreases in the failure rate were 
experienced by the building and furniture industries. ‘The major 
insolvencies together with many smaller failures led to strong 
demand for cover, and to a record level of new business put 
on the company’s books. A large part of the new business was 
in the engineering and associated industries but ‘companies 
in a wide range of other trades and industries were not slow to 
realize the dangers of involvement in a major failure and they, ` 
too, sought credit insurance protection for the first time last 
year’. 

As always insurance is not essential until you don’t have it. 


No Understatement 


LEARLY the joint chairmen of Brown Brothers & Albany, 

motor accessories and components and electrical dis- 
tributors, do not believe in understatement. Reporting a 5 
per cent rise in turnover at £45:165 million but a 33:3 per cent 
rise in profits to {2-43 million, they say ‘These figures reflect 
precisely the determined and sustained efforts made by man- 
agement to continue the improvement in marketing, financial 
and control techniques’. 

Possibly the exact use of the word ‘precisely’ may be open to 
question, but the chairmen add that the figures have ‘resulted 
in a further substantial strengthening of the financial position, 
as evidenced for example by the reduction in bank overdraft 
from £2 million at the end of 1970 to below £400,000 at 
December 31st, 1971’. There can be no quarrel with that. 

Results show profit ‘at nearly double the rate in the second 
half of the year over a satisfactory first half, and measure 
accurately the gain in momentum as all the positive improve- 
ments in the running of your group- began to take effect’. 
There is a smaller but more efficient work force ‘identified with 
maximum effort in growth areas of highest profitability’, lower 
stocks are being turned round faster and the rate of cash col- 
lection has been improved. 

Neither is there any doubt about the immediate future. 
Shareholders are told that ‘majar reorganization and re- 
construction of the group and its subsidiaries having been 
completed, your company is targeted to generate a marked 
increase in profitability’. ; 
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DRAKES LIMITED 


EXTRACT FROM DIRECTORS’ REPORT 


Activities 


The principal activities of the Group are 


Profits before 
Turnover Taxation 


£ £ 

Investment and Property — 59,000 

Management Services — 86,000 
Commercial and Industrial Activities 

Pharmaceutical Glassware 541,000 112,000 

Brickmaking and Quarrying 973,000 307,000 

Shoe Manufacturing and Retailing 6,351,000 384,000 

Engineering and Distribution Services 745,000 27,000 

dë £8,610,000 975,000 

Deduct: Interest on Loan Capital . 154,000 

£821,000 





i i 
CONSOLIDATED PROFIT AND LOSS ACCOUNT. 
for the year ended 31st December, 1971 


1970 
I £ £ £ £ 
Trading Profit for the Year (Note 2) 975,106 468,673 
Deduct: Interest on Loan Capital (Note 4) 154,064 40,265 ` 
Profit before taxation . 821,042 428,408 
Deduct: Taxation (Note 5) 
Corporation Tax on the profits for the year 169,262 118,414 
Double Taxation Relief — (8,170) 
Overseas Tax 2,387 9,499 
Income Tax on surplus franked 
investment income — 3,311 
- Prior Years' Adjustments (13,495) (1,931) ; 
— — 158,154 — — 121,123 
Profit after taxation 662,888 307,285 
Deduct: Pre-acquisition and Minority Interests 105,257 103,097 
Profit attributable to Drakes Limited 557,631 204,188 
(of which £222,382 1970 £81,642 has been 
dealt with in the accounts of the Parent 
Company) . 
Deduct: Dividends (Gross) (Note 6) I 
Preference: Paid 2,400 2,400 
Ordinary: Interim of 5% Paid 37,030 14,914 
Final of 10% Proposed 98,573 30,028 
— 138,003 ——— 47,342 
Unappropriated Profits for the year:— ` l 
Drakes Limited 84,379 49,587 
Subsidiary Companies 335,249 107,259 
£419,628 — Mr £156,846 








The notes on pages [590 to 591] form part of these accounts. 


PRO-FORMA BALANCE SHEET AT 31st DECEMBER, 1971 
(See Chairman’s Statement on page 4 [not reproduced]) 


Share Capital i i 
6% Cumulative Preference Shares of £1 each 40,000 
Ordinary Shares of 20p each 986,000 
1,026,000 
Reserves 3,935,000 
Loan Capital 3,825,000 
8,786,000 
Minority Interests | 
Preference Shares 890,000 
Deferred Liabilities 
Taxation Equalisation Accounts 22,000 
Corporation Tax payable on or after 
{st January, 1973 45,000 
== —— 67,000 
Current Liabilities 
Creditors 1,222,000 
Secured Advances 415,000 
Taxation 306,000 
Dividend Proposed 99,000 
S ———._ 1,742,000 
z 
° £11,485,000 


£ £ 
Fixed Assets 
Freehold Land and Buildings . 2,004,000 
Leasehold Land and Buildings 
Long Term 120,000 
Short Term 132,000 
Plant, Vehicles and Equipment ` 331,000 
2,587,000 
Investments , 
Quoted 2,015,000 
(Market value £2,960,000) 
Unquoted 2,000 
Consideration for sale of Norvic Manufacturing 2,000,000 
: X í ——— 5,017,900 
Current Assets 
Stocks and Work-in-Progress 135,000 
Properties held for Resale 275,000 
Debtors 1,982,006 
Cash at Bankers and in Hand 1,489,000 
——— 3,881,000 


£17 ,485,000 
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DRAKES LIMITED 
CONSOLIDATED. BALANCE SHEET AT 31st DECEMBER, 1971 
31.12.1970, 31.12.1970 
I Issued and Issued and : £ r; £ £ 
Authorised Fully Paid Authorised Fully Paid Fixed Assets (Note 7) , ; 
£ £ £ £ “re ! 
Share Capital (Note 11) iesen 4,114,485 867,915 
6% Cumulative Preference Shares of £1 each 40,000 40,000 40,000 40,000 | "7 s elle EE 
Ordinary Shares of 20p each 1,960,000 985,726 960,000 412,775 Long Term 362,210 40,637 
——n — —sVFmaF —smISIW— IIƏI Short Term 502,447 92,479 
£2,000,000 1,025,726 £1,000,000 452,775 Plant, Vehicles and Equipment 842,483 414,205 
Reserves : 5,821,625 1,415,236 
Share Premium (Note 12) 2,103,793 110,927 lavetante (Now 5) 
Revaluation I ; Sen SE Quoted, at lower of cost and market value 1,923,108 1,209,748 - 
Seher (Wors 12 E 3,765,951 ———--- 1,034,655 | (Market value £2,868,454 1970 £1,454,382) 
Unquoted (Directors’ Valuation £20,376 
Loan Capital (Note 13} 3,825,830 342,156 | 4970 £151,079) 13,364 127,281 
Ç 8,617,507 1,829,586 Subsidiary Company not consolidated, 
Minority Interests . at Directors' Valuation (Note 8) 586,231 2.572.703 ere 
Preference Shares 967,363 320,000 : 
Attributabie to Ordinary Shares 32,000 728,603 
. ee 999,363 —NVnU[ 1,048,603 Current Assets 
Deferred Liabilities Stocks and Work-in-Progress (Note 10) 3,056,577 380,719 
Tax Equalisation Accounts 21,660 6,135 P. sa sal s: at lower Tr 
Corporation Tax payable on or after x l : 
1st January, 1973 56,567 115,505 Debtors 2,916,241 1,093,518 
— 78,227 —— — 121,640 | Cash at Bankers and in Hand (Note 14) 77,951 ,002,000 
. I 6,325,629 2,476,237 
Current Liabilities š 
Bank Loans and Overdrafts (Note 14) 2,039,259 272,847 
Creditors 1,969,466 1,498,994 - 
Secured Advances 186,921 231,191 C. L. Metcalfe 
Unsecured Loans (Note 15) 375,179 — Joe 
Taxation 305,462 195,613 C. Selmes 
Dividend Proposed 98,573 30,028 
—— 4974860 — 2,228,673 l 
£14,669,957 £5,228,502 £14,669,957 £5,228,502 
The notes on pages [590 to 591] form part of these accounts. 
BALANCE SHEET AT 3ist DECEMBER, 1971 
! | 31.12.1970 31.12.1970 
Issued and Issued and £ £ £ £ 
Authorised Fully Paid Authorised Fully Paid Fixed Assets (Note 7) 
£ £ £ £ See 
Share Capital (Note 11) Freehold and and Buildings 1,419,693 81,330 
6% Cumulative Preference Shares of £1 each 40,000 40,000 ` 40,000 ` 40,000 | Plant, Vehicles and Equipment _ 51,884 20,863 
Ordinary Shares of 20p each 1,960,000 P 985,726 60,000 412,775 4,471,577 102,193 
£2,000,000 1,025,726 £1,000,000 452,775 | Investrnents S 
Subsidiary Companies (Note 8) 3,938,875 506,461 
Reserves (Note 12) Quoted, at cost (Note 9) 291,958 629,800 
Other 112,737 338,750 i 
— 2,216, ——-~~ 449,677 | Current Assets 
Loan Capital (Note 13) 3,040,830 342,156 | Debtors 397,426 17,150 
= — | Cash at Bankers and in Hand (Note 14} 837,597 . 77,113 
6,282,996 4,244,608 — 1,235,023 —— ə— 94,263 , 
Current Liabilities 
Creditors 555,864 58,081 
Dividend Proposed - 98,573 30,028 ; C. L. Metcalfe 
ve 654437 — 88,109? Directors 
C. Selmes 
° 
£6,937,433 £1,332,717 £6,937,433 £1,332,717 
The notes-on pages [590 to 591] form part of these accounts. D 
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NTENSITY of take-over and new issue activity is an accepted 
indication or effect of a bull market and there is no doubting 
the current level of interest in both these sectors at the present 
time. It also usually follows that take-over and new issue activity 


marks the closing stages of a bull market rather than the onset . 


of it. 

There are still far too many unknown quantities in the stock- 
market equation for either optimists or pessimists to be par- 
ticularly strong in their views, while the realists can only put 
themselves down among the ‘don’t knows’. Signs that the 
Government and trade unions are making some kind of com- 
bined attempt to get themselves out of the black and white area 
of the Industrial Court and into the grey area of bargaining — 
but bargaining with purpose - are obliterated by other signs 

` suggesting that in the docks and the engineering industry the 
. ‘last thing orgarized labour wants is peace. 

And still the other signs — that the economy is responding to 
the Budget or is even preparing to do so — are extremely difficult 
to detect. The stock-market tends to be left with its own in- 
_. dicators — take-overs and new issues — on which to rely, and it 


may be questioned just how long this apparently self-per- 


petuating boom will go on. 


Talk is doing the stock-market a reasonable amount of good ` 


at present, and the take-over operators from the best to the 
worst of them are working with a will. New issues are being 
' treated as pearls of great price. 'The boom goes on for the time 
being. w. 

NOTHER sign of a bull market approaching the peak of 
its strength is new launching activity by investment trusts. 
_ The maturity of a bull market is often marked by the bringing 
forward of those investment trust plans that-have been mulled 
over in merchant banking back rooms and which need periods 
_ of settled and rising stock-markets for their fulfilment. Invest- 
_ ment trusts can no more launch their new ideas and their new 


funds on a weak and falling market than unit trusts can, but the . 


merchant banking investment powers need convincing that the 
. back room’s plans really are operative. 
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Conviction comes in time through the persistence of a bull 
market and the back-room men are given the go ahead; as a 
result they very often find their investment ideas so well 


intentioned worked out on paper ~ becoming real and earnest 


and turned into money when the market could just about be 
beginning to go wrong. Investing in an investment-trust share 
from scratch is rewarding in time, but the time can sometimes 
be as far away as the next boom. 


* * # — %#* 


T is interesting to see the City's own estimation of itself. 
proving to be understated. Results coming f-om the money 
market companies and discount houses are proving to be far 
ahead of even apparently optimistic assessments. Clive Discount 
shares, immediately ahead of the company’s results, were 
just under the 7oop mark and were accepted as possibly being 
on the high side. The Clive Discount figures were good enough 
to see the price nudging {10, but following a scrip issue and 
share split, the price ‘could well be above the equivalent of 
{10 in the present form. 
# o o a e 
OVERNMENT moves to attempt to bring more land on 
to the market are naturally to be welcomed as a means of 
easing the pressure on house prices, although it is doubtful 
whether any effect will be quickly ‘noticeable. One of the worry- 
ing points about steeply rising house prices is that demand at 
those rising prices not only still continues but apparently 
continues to be met. 
Much is spoken and written about people aie cannot afford 
to buy a house, but the evidence surely is that there is a vast 


‘number of people who can afford to do so at present prices. Or 


is the bulk of the business merely a matter of being able to afford 
the difference in trading up bétween one house and the next? 

Even the beginners in the house-buying market manage to ` 
manage, and The Alliance Building Society’s deterred mortgage 
scheme may well have its imitators before.much longer: A basic 
point in house prices is that mortgage money is almost luxur- 
iously available, and not only from building societies. 


RATES AND PRICES 


Closing prices, Monday, May Ist, £972 


Bank Rate 
Nov. 18, 1967 z B Mar. 5, 1970 .. 71% 
Mar. 21, 1968 .. 74% April 15,1970 s. ¿s SE 
Sept. Co, 1968 - 7% April 1, 1971 e 6% | 
Feb. 27, 1969 8% Sept. 2, 1971 KR a, RA 
| Treasury Bills . 
Feb. 25 .. £4°3600% Mar. 3o .. £4°3142% 
Mar. 3 .. £43582%  Apri7 -- £43305% 
Mar. 10 -» £43495% April 14 . £43038% 
Mar.' 17 -- £43493% April 21 . £4:2890% 
` Mar. 24 . £43285% April 28 - 442686% 
I Money Rates 
Day to day .. 4 —48% Bank Bills 
7 days -. 43-48% 2 months 470-44 A 
Fine "Trade Bills ~ 3 months 41-44% 
3 months .. ..  5%-5}% 4 months 43-44% 
4 months .. 54-54% 6 months 44-48% 
6 months .. si -54% 
Three Months’ Rates 
Local authority degosits š 41435 
Local authority bonds 4-4% 
Sterling deposit certificates 4} -4} 
Euro-sterling deposits 5$ ~5Ẹ 
Euro-dollar deppsits .. 


Aë —5% 


Finance House Base Rate — May ist, 1972. 5% | 
Retail Price Index (16.1.62=100) 160°3 (from rs9:8 15.3.72) 


Tax Reserve Certificates (3.1.72) Personal 34% 
(Company certificates no longer on offer.) 


Foreign Exchanges 


New York 26110 Frankfurt 8-3050 
Montreal 2°5932 Milan 1525°00 
Amsterdam 8-4050 Oslo ¥7°2300 
Brussels L15°23 Paris 13°1300 
Copenhagen 18-2800 Zürich 10°0875 
Gilt-edged 
Consols 4% 463 Savings 3% 65-75 GER 
Consols 24% 29 Treasury 9% 1994 103} 
Conversion 34% 402 Treasury 83% 87-90 .. 102} 
Conversion 51% 1974 root Treasury 64% 1976 .. ror 
Funding 34% 99-04 Sr Treasury 3$% 77-80 .. 85% 
Funding 4% 60-go 98% Treasury 34% 79-81 .. 82% 
Funding 52% 78-80 934 Treasury 5% 85-89 .. 75% 
Funding 54% Des oo ‘Treasury 5%, 08-12 .. 684 
Funding 52% 87-91 81 Treasury 24% . 29 
Funding 6% 1993 804 Victory 4% 99 
Funding 64% 85-87 go War Loan 33% 40txd 


Current Law 


Inheritance: Family Provision 


EASONABLE provision for the maintenance of a de- 
pendant, it was recently stated in the Court of Appeal, 
does not mean ‘just keeping a person above the breadline’. 

The testator’s son was a permanent invalid entirely dependent 
on public assistance and whose wife was crippled with arthritis. 
In preparing her will, however, the testator told her solicitor that 
her children were self-supporting so far as she was aware, 
and left the whole of her estate (a little over £3,000) to a charity. 
The son thereafter sought reasonable provision to be made for 
his maintenance out of the estate, under section 1 (1) (d) of the 
Family Provision Act 1966, on the grounds that he was ‘by 
reason of some mental or physical disability incapable of 
maintaining himself’. Evidence was given that his relationship 
with the testator had been normal and affectionate. 

As the Court found, it was necessary to consider the ‘reason- 
ableness’ of a disposition in terms of whether it made reasonable 
provision for the maintenance of any dependant. In the present 
case, the testator had been certainly under a misapprehension 
in thinking that her son was self-supporting. There was every 
reason for making a lump sum provision and the estate should 
be divided in the proportion of 11/12ths to the son and 1/12th 
to the charity. 

Millward v. Shenton and another (The Times, March 24th: 
122 NLJ 288). 


Trustee in Bankruptcy: Bank Account 


| ONEY received by a trustee in bankruptcy must normally 

be paid into the Bankruptcy Estates Account at the Bank 

of England. The Department of Trade and Industry, however, 

may authorize the trustee to open a local bank account on 

grounds of, inter alia, the probable amount of the cash balance 

or if ‘for any other reason it is for the advantage of the creditors 

that the trustee should have an account with a local bank’. 
(Bankruptcy Act 1914, section 89). 

The gross estate of a deceased totalled some {£71,000 but it 
soon became apparent that the estate would prove insolvent, 
due largely to substantial liabilities to the Inland Revenue. 
The trustee of the deceased debtor’s property paid £36,000 
into the Bankruptcy Estates Account pending settlement of 
negotiations (which were likely to be prolonged) with the 
Inland Revenue and the Estate Duty Office. With the concur- 
rence of the committee of inspection, the trustee applied 
to the DTI for consent to open a local bank account, where this 
£36,000 might earn interest for the benefit of creditors generally. 
The DTI refused, holding that it had no power to sanction a 
local account where the earning of interest was the sole ground 
of application. 

In the Chancery Division, Mr Justice Foster upheld the 
Department’s refusal. He traced the requirement to pay 
money into the Bankruptcy Estates Account to the Bankruptcy 
Act 1883, at which date the Legislature might well have regarded 
the Bank of England as a more secure repository than were many 
local banks. Moreover, section go of the Bankruptcy Act 1914 
empowered the Treasury to invest surplus funds standing in the 
Bankruptcy Estates Account and to defray the expenses and 
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charges of the DTI out of the dividends on such investments. 
In his view, the words ‘possible amount of the cash balance’ 
should refer to small rather than to large amounts, to avoid 
the inconvenience of having small sums in the Bank of England; 


whereas to allow trustees to maintain a local account for the ` 
sole purpose of earning interest would strike at the whole basis ` 


of the present legislation, since an application would be made 
in virtually every case. 

Though the words ‘for any other reason’ were undoubtedly 
very wide, in his judgment such other reasons must be ‘ad- 
vantageous’ in the sense that a local bank account would permit 
the bankruptcy to be more easily administered. The earning 
of interest in a local bank account would be the consequence of 
opening such an account, but not a reason for it. 


Re Walker (deceased) ([1972] 1 All ER 1096). 


Theft Act 1968: ‘Pecuniary Advantage’ 


52 waqanqa cheques against insufficient funds may con- 
stitute an offence under the Theft Act 1968, even though 
the drawer intends to repay when he is solvent. 

During the 1971 postal strike, a postman drew cheques on 
his National Giro account, knowing that he had insufficient 
funds to meet them but intending to repay when the strike was 
qver and he was receiving wages again. He was charged before 
magistrates with dishonestly obtaining £50 by deception, but 
the Bench found that, since at the time when he drew the 
cheques he honestly intended to repay, there was no intention 
permanently to deprive the Post Office of the money, and they 
dismissed the case. 

On appeal by the prosecution to the Divisional Court, the 


case was remitted to the magistrates with a direction to convict. ` 


The essential elements of an offence under section 15 of the Act 
were obtaining by deception, an intention permanently to 
deprive, and dishonesty. The defendant was guilty of a false 
representation that his cheques would be met in the ordinary 
course of events, though he knew that he had insufficient funds 
and no right to overdraw. The proceeds of the cheques, in 
notes or coin, had been permanently withdrawn from control 
of the Post Office, and the element of dishonesty was satisfied 
since the defendant could have had no reasonable belief that 
money would be in his account when the cheques were pre- 
sented in the normal course of business. An honest intention 
to repay was no defence to a charge of dishonesty, though it 
might be a matter of mitigation. 
Halstead v. Patel (116 Sol. J, 218). 


‘Money’: Definition 


HE word ‘money’ has by itself no prima facie meaning, it- 


was recently decided in the Chancery Division. Goulding, J. 
said that the Court ‘was entitled to apply its own knowledge 
of the ordinary use of the English language in the light of such 
context and circumstances as might assist it’. 

A will included certain specific instructions for the distri- 
bution of ‘any money I may leave’, and the executor took out a 
summons to determine which, if any, of the following items 
forming part of the estate were to be included in the bequest of 
‘money’: 

(i) balance on bank deposit account; 

(ii) balance on deposit with the Post Office Savings Bank; 

(iii) share account with a building society, encashable without 

prior notice; 

(iv) national development bonds, withdrawable on one 

month’s notice; 

(v) premium savings bonds. G 

All five items, the Court held, were covered in this case by 
the ordinary use of the term ‘money’. . 

Prior v. Barnes and Others (116 Sole J, 336). 
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EQUIPMENT NOTES AND NEWS 


Quality or Economy? 


E Business Equipment Trade Association, whilst wel- 
coming low prices of electronic calculators, appears to be 
worried that these could be exploited by unreliable traders with 
no ability or even the intention of giving customers full servicing 
or guarantee rights. 

In a recent letter to the Rt Hon. Michael Noble, M.P., Minister 
for Trade, the Association referred to the problem of Japanese 
‘over-production’ of electronic calculators, and to the danger 
that substantial quantities of these machines may find their way 
into the United Kingdom market at a low cost price. Naturally, 
this would inevitably cause considerable long-term damage to 
the UK industry and British customers. 

Unquestionably, there are a considerable number of electronic 
computers on the market, and in another letter to Mr C. H. 
Bayliss, c.B., Controller of HM Stationery Office, BETA has 
pointed out that members ‘have considerable doubts as to the 
ability of any supplier to sell electronic calculators at the low 
prices plus the extended guarantee periods which are now being 
offered in some areas, and still remain in business’. Low prices 
and long guarantees are useless if the goods prove to be of poor 
quality, or if the vendor does not have the staff, facilities, or 
financial backing to enable him to service his products through- 
out their expected working life. 

The Association has asked that HMSO vetting procedure 
for inclusion on approved lists be constantly watched to ensure 
that all criteria for acceptance are not only met initially, but 
continue to be met by all approved firms. 


Screens for Open-plan Offices 


Now that spacious open-plan offices are being increasingly 
favoured, decorative movable screens could be of great practical 
use in defining and creating flexible work areas. Sankey Sheldon 
are marketing styled curved and flat screens which have been 
designed to give a visual sense of separation without complete 
isolation, and furthermore to save the problem of sound trans- 
mission. ‘They are sturdily constructed with a core of hardboard 
plywood, and incorporate two layers of sound absorbent 
polyether foam. Free-standing, on two pairs of angled steel feet 
finished in parchment coloured stove enamel, the screens are 
available in a wide range of colourful tweed material coverings. 

Prices range from {27-95 for the flat screens and {29-31 for 
the curved screens (including tax). 

Sankey Sheldon-Unistrut Division of GKN Ltd, Albert 
Street, Bilston, Staffs. 


Office Aids by Ofrex 


A NEW high quality duplication stencil, ‘Crystalprint’, has 
been designed and is being marketed by Ofrex to make 
stencil cutting simpler, quicker and more efficient, so that even a 
beginner may get good results. ‘Crystalprint’ is styled in rich 
chocolate and soft tan, to be both pleasing and restful to the 
typist’s eye. 

Ofrex has also created æ ‘Dispenser-Pak’ which completely 
protects stencils. It dispenses them and at the same time is easy 
to handle and elegant looking; it is also capable of being stored 
in a small space. ° 
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Ofrex are also including a tape dispenser in the price of bulk 
orders for their Aerotape cellulose and vinyl tapes. Thre tape 
dispenser itself ensures quick, clean, instant application and 
makes certain that just the right amount is used. For three 
boxes of 36-yard tapes, Ofrex provide a Glider dispenser which 
‘glides’ along the surface laying it down instantly; it stops the 
tape from stretching or rucking, and cuts easily and cleanly. 
With 24 boxes of 36-yard tape will come a ‘Jet’ desk dispenser 
with non-slip protective base and chip-proof walnut finish. 

A heavy-duty dispenser which would be for general office, 
mail room and warehouse use is the ‘Jumbo’ and this is given 
to those who purchase 24 boxes of 72-yard tape; this has a non- 
slip cover base which also ensures against scuffing or scratching. 

For very large users, Ofrex supply the ‘Argosy’ dispenser with 
48 boxes of 72-yard tape, and this dispenser makes up to three 
inches of wide tape, which is most useful for warehouse packing 
work, 


Accounting Machines for VAT 


As with decimalization, so with value added tax; machines and 
equipment are going to flow on to the market from now on. 
National Cash Register have released a new low-cost version of 
the Class 446 electronic invoicing and accounting machine to 
help businesses of all kinds to cope with the extra work-load 
that will arise on introduction of the new tax. 

Priced at £2,750 the NCR 446 System 10 is a desk-sized unit 
featuring highly-flexible external programming. All programs 
are held on aluminium Mylar tape, which means that all 
memories are available for storage purposes and are not used 
for programming; Mylar tape is claimed to be virtually in- 
destructible and is read photo-electrically by the system’s own 
processor. 

Processing is carried out by NCR programmers to suit 
customer requirements, and there is no anticipated limit to the 
number of programs available. Fixed numeric and alphabetic 
information can be stored on the program tape, together with 
program data, without limiting programming flexibility. An 
optional feature of the 446 system is a front-feed line find 
attachment which allows the processing of ledger cards, (hus 
providing a conventional high-speed ledger posting machine. ` 

Despite the flexibility of the system, the makers claim that 
very little training is needec for staff to become competent in its 
use. 
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NCR 446 System 10 
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The K W Dictation System 


Office/Portable Dictation System 


A compact, one-hand operation recording unit for dictation 
at all times — in the office, in the car, train or aeroplane, at 
home, or in fact anywhere during working and leisure hours 
when ideas must be recorded — is marketed by Kingsley 
Wansbreck Office Equipment. Called the RQ-212S, it is powered 
by dry cell batteries for its portable role, and an AC/DC mains 
adaptor is used for dictation in the office. 

Also distributed by Kingsley Wansbreck, the CDM 10 
Crownscriber office dictation and transcription machine 
features an advanced tape repeat facility which eliminates the 
need for the operator to back-space the recorded tape. 

These two machines can be effectively combined for dictation 
and transcription purposes respectively because they are 
compatible with many other office and domestic recording 
devices. Retail price of the RQ-2125, complete with carrying 
case, is £39°95 (an AC/DC adaptor costs £475) and the CDM 
10, complete with microphone, foot pedal and stethoset, is 
£69°75 (the adaptor for telephone recording costing £, 1*20). 

Kingsley Wanscbreck Office Equipment, 15 The Green, 
West Drayton, Middlesex. 


Humidifier for Offices 


DEVELOPED to meet the demand for a system to prevent the 
drying up of air by interior heating, the Felvic Air is ideal for 
offices and shops. This compact electric humidifier works on an 
atomization principle; water is converted into minute particles of 
vapour which are absorbed into the current of air drawn through 
the humidifier. The water vapour is then immediately dispersed 
into the atmosphere of the room and should produce a refreshing 
and invigorating effect. 

Running costs are extremely low as the little machine (8 in. 
high and 11 in. in diameter), may be filled with ordinary tap 
water, although perfumes, disinfectants, or deodorants may be 
added if required. Even with continuous 24-hour operation it 
would cost less than "op per week, and the purchase price is 
only £21-42. 


Personalized Signature Stamp 


FITTED in a compact pocket or handbag plastic case with a 
flick-open lid, the personalized signature stamp introduced by 
Thames Paper Converters is made from a micro-porous plastic 
substance called Porelon and gives 27,000 instant-drying, 
clear and sharp impressions without the use of an inking pad. 
This unique model stamp could be of great assistance to any 
accountant, director or executive who has to put his signature 
to numerous letters, documents and memoranda. 
Retail price is {8-20 per stamp inclusive of purchase tax, and 
has a maximum signature size of 2} in. 
S Thames Paper Converters Ltd, Spindle Way, Crawley, 
ussex. 
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Microforum ‘72 


SIXTEEN leading users of microfilm will each present a paper 
on an important aspect of what BETA (Business Equipment 
Trade Association) consider to be the fastest-growing business 
equipment industry, during the three-day seminar programme 
of Microforum ’72 at The London Hilton Hotel. To reinforce 
the practical theme of the seminar there will also be a com- 
prehensive exhibition of equipment, systems and techniques, 
and this will be open from Io a.m., to 6 p.m., daily on June 
2oth, 21st, and 22nd (the days of the conference) and from 
10 a.m. to 4 p.m. on June 23rd. 

Full details may be obtained from Microforum International 
"oa, Business Equipment Trade Association, rog Kingsway, 


London WC2B 6PU. 


interchangeable Company Seals 


By usrNG durable plastic — instead of metal seals — with inter- 
changeable holders, company secretaries and practising ac- 
countants should be able to save a considerable amount of 
space and cost in addition to locating any company seal in a 
matter of seconds. PRO Marketing Co distribute a desk model 
press made from highly-polished heavy gauge steel with a 
unique double lever action ensuring perfect impressions which 
require only finger-tip pressure; this is the only press required, 
and because of that the problem of storing cumbersome orthodox 
models is solved. Interchangeable die sets are springloaded into 
the press (or embosser) in seconds, with no question of removing 
any screws to do so. 

Fifty seals may be stored in flat boxes and filed in a small 
compact library encased in a cabinet available in light or dark 
polished oak designed to suit any modern office and fitted with a 
mortice lock with a ball-catch. The dies are practically in- 
destructible as they are non-rusting, damp-proof and, being 
made of plastic, weigh very little. 

Special prices can be quoted for the conversion of existing 
orthodox seals, but a new system that can be used immediately 
would cost (in detail): embosser £15°75, cabinet {15 and 
interchangeable die plates (1? in.) £2-go. 

PRO Marketing Co Ltd, 83 Ebury Bridge Road, London 
SW. 
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Statistics for Chartered 
Accountant Students 


by J. M. SULLY, B.A.(Econ.), A.C.A. 


HE first question in the auditing 

paper of The Institute of Chartered 
Accountants’ final examination in Novem- 
ber 1971 was: 


‘(a) To what extent would you say that 
audit sampling carried out under the 
strict canons of statistical theory is to 
be preferred to judgement sampling 
as traditionally used by auditors? 


‘(b) Under what conditions is statistical 
sampling likely to prove most 
successful as an audit technique? 


‘(c) What are the main advantages that 
can be derived by an auditor from 
the successful employment of that 
technique?’ 

This in my opinion is a very sensible 

question, but it would present problems 


= for many final students. The statistics 


syllabus for Advanced Accounting III 
does not include any sampling theory 
based either on the binomial, poisson 
or normal distributions; the syllabus is 
only a general introduction to the 
subject. 


Financial statistics 


The standard work on statistical sam- 
pling for auditing is the Handbook of 
Sampling for Auditing and Accounting, by 
Arkin, which relies on the binomial and 
normal distribution both in the text and 
for the tables. Without a thorough 
grounding in the binomial and normal 
distribution, the student will usually 
find great difficulty in understanding the 
fundamental concepts involved when 
applying statistical sampling techniques. 
This is also a problem with the qualified 
accountant, who has read about statistical 
sampling techniques and would like to 
apply them to auditing, but is unhappy 
about applying them because of lack of 
knowledge of the principles involved. 

I have been responsible for the 
statistics paper for the chartered ac- 
countants’ pre-service course at Leeds for 
the last five years and one of my con- 
siderations has been that students shall 
have a knowledge of the binomial and 
normal distributions. I have also taught 
the poisson distribution, which I believe 
is much underrated fog auditing pur- 


poses, although many people regard it 
in the sense of goals, floods and horse- 
kicks. The other main topics covered 
in the statistics course have been all 
the topics in the Institute’s Final Part II 
syllabus, paying particular attention to 
index numbers and relating them to 
accounting for inflation; also quality 
control, a subject with which an account- 
ant in industry should be familiar, and 
hypothesis testing. There has not been 
much regression and correlation because 
in a business situation it seems artificial 
to concentrate on two variables, and 
regression and correlation with more than 
two variables is very complicated. 

Statistical Tables including the poisson 
distribution, produced by Murdoch & 
Barnes, are published by Macmillan at 
30p. The poisson distribution is taught 
to pre-service students at Leeds Poly- 
technic and is in the new Institute 
syllabus for statistics. 

It is a development of the binomial 
distribution when the probability of an 
event happening in a population is less 
than 10 per cent. If fraud has taken place, 
one does not usually expect it to have 
occurred in more than ten transactions 
out of roo and even if it did the poisson 
distribution would help. 

The poisson distribution gives the 
chance of a certain item occurring in a 
sample, given the proportion that the 
item occurs in a population. For example, 
if there is an error rate in the population 
of 4 per cent and a sample of roo is taken 
the chance of o errors from the sample is 
2 per cent, the chance of two errors 
7 per cent and the chance of three errors 
15 per cent. The formula for the poisson 
distribution can be obtained from most 
elementary statistical books. 

To use the poisson distribution for 
discovery sampling, the auditor has to 
calculate m, which is z, the number in the 
sample, multiplied by p, the error rate 
in the population. Once m has been 
calculated, tables can be used. 


Comparisons 


The following example shows the use 
of the tables by Arkin and compares the 
result by using the poisson tables: 
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A population of 1,000 and an error rate 
of I per cent in the population; from 
Arkin’s tables the chance of finding one 
error from a sample of 50 is 40:3 per 
cent, from a sample of 100, 65-3 per cent 
and a sample of 200, 89-4 per cent. 

Using the poisson distribution, firstly 
p=-o1 and n=50; therefore np=m= "5 
and the chance of one error or more is 
39°35 per cent. 

Secondly, for a sample of 100, np =m = 
Lo and the chance of 1 or more errors is 
equal to 63:21 per cent. 

Thirdly, for a sample of 200 np =m = 
2 and the chance of finding o or more 
errors = 86:47 per cent. 

There is a slight difference between the 
two confidence limits but not enough 
to concern the auditor. 


Some questions and answers 


The following are some of the questions 
which have been set and the reasons for 
setting them and the answers expected. 

The first illustrates the use of the 
binomial distribution and shows some 
of its possibilities for an accountant: 


‘A lace firm has ten looms. The 
management have calculated that the 
chance of a loom breaking down on a 
particular day is 15 per cent and that 
the loss incurred if machines are out 
of order is as follows: 


Number of machines Daily cost 
out of order 
° ° 
I IO 
2 CW 
3 40 
4 55 
5 IOO 
6 ISO 
7 200 
8 300 


It is felt to be extremely unlikely that 
9 or more machines would break down 
on the same day. 

‘Assuming that the breakdown of 
machines follows a binomial distri- 
bution you are required to calculate the 
average daily cost of breakdowns.’ 


This question requires the student to 
calculate from the binomial distribution 
the probabilities of 1, 2, 3, etc., break- 
downs and then multiplying these prob- 
abilities by the costs for the appropriate 
number of breakdowns and the average 
cost of breakdowns will be the addition 
of these multiplications as in Illustration A 
on the adjoining page. 

The average daily loss for this firm 
of having machines out of order is 
therefore £18-5653. The student would 
be expected to use Murdoch and Barnes’ 
tables to find the binomial probabilities. 
The tables only give binomial prob- 
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Illustration A 


Probability of this 


Number of number of 
breakdowns breakdowns 

° o:I069 

I 0°3474 

2 0°2759 

3 0'1298 

4 0'0401 

5 00085 

6 O:OOI3 

7 O:OOOI 


abilities for samples of size 2, s, Io, 2o, 
so and Ioo and a small range of prob- 
abilities; if values are required outside 
this range the binomial probabilities have 
to be calculated, which is a rather tedious 
job. 

The second example illustrates the 
use of poisson distribution and the 
answers can be found using the statistical 
tables already referred to. 

“The following frequency distribution 
gives the goals scored by Leeds United 
in all their first team matches in the 
1967—68 football season. Determine: 

(a) The average number of goals per 

match; and 

(b) Using tables calculate the theo- 

retical poisson frequencies. 


Number of goals Frequency of 
per match occurrence 

° II 

I I4 

2 I8 

3 4 

3 4 ° 
5 2 

6 ° 

d I 

50 


The average number of goals scored is 
1°58 per match; the theoretical poisson 
probabilities, to the nearest one, are no 
goals 10, one goal 16, two goals 13, three 
goals 7, four goals 3, five goals 1. It 
would appear that Leeds United do 
score goals according to a poisson dis- 
tribution as the theoretical poisson 
distribution probabilities are close to the 
actual results. 

The poisson and binomial distributions 
can be used for quality control and for a 
systematic approach to auditing. 


Normal distribution 


The other main distribution which has 
been used is the normal distribution. The 
following is the type of question which 
has been set, which required a knowledge 
of the application of the normal dis- 
tribution and the central limit theory: 


‘The government of Wilsonia has 
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Cost of 
this number Daily 
of breakdowns cost 
£ £ 
° ° 
10 3°474 
24 6:6216 
40 5'192 
55 2°2055 
IOO .85 
ISO `I95 
200 ‘02 
‘Total £18-5581 


been concerned about its balance of 
payments. It believes that its balance of 
payments deficit has been overstated 
because adequate figures were not avail- 
able from its Ministry of ‘Trade 
Statistical Department. It has made a 
random sample survey and finds that 
firms have not completed question- 
naires. The following frequency distri- 
bution is taken from that sample and 
shows the exports not recorded in 
Wilsonia in bongas from the sample of 
200 firms for one year. 


Value unrecorded Number 
bongas of firms 
o and less than 500.. 

USD. n os GANGO i 16 
1,000 LR 33 33 1,500 -$ 19 
KSE ¿ i os SOS. aA 
2605 a an "wx RE s 64 
2,500 39 33 LR 3,000 Be 25 
3,000 y 33 y 3,500 3 > 18 
RE: An vas {SOO ~. 8 
4,000 and over We Sai 3 

Calculate: 


(a) the average value unrecorded per 
firm in the sample; 

(b) the average value unrecorded in 
the population within 95 per cent 
confidence limits; 

(c) if the total number of firms is 
40,000, what is the total value of 
exports unrecorded within 95 per 
cent confidence limits? 


Comment on your results.’ 


Illustration B 


The calculations required in this 
question are the mean or average and the 


standard deviation, which are both in the  —__ 


Chartered Final II syllabus; the standard ` 


error, and for os per cent confidence ` ? 


limits two standard errors, are required, ` 
The average is 2123 bongas, the standard © 
deviation is 826 bongas and the standard ` 
error 58°5 bongas. The average amount ` 
unrecorded within os per cent confidence 
limits is therefore 2,r23+ 117 bongas. To 





find the amount unrecorded if there are — ; 


40,000 firms the average has to be multi- 
plied by 40,000 and the result is 
84,920,000-++-4,680,000 bongas. 

There have also been questions on 
testing hypotheses, such as whether a 
firm’s customers in Lancashire pay 
more promptly than in Yorkshire, which 
have relied on a further knowledge of ` 
the normal distribution. 


8 
H i 
Questions on index numbers have been ` — 


aimed at using the index number as a 
means of adjusting for inflation in 
accounts. Illustration B below is an 
example. 


The index number for 1965, using 
1960 as a base, is 148 and for 1970, 181. 
Using the index number calculated, the 
replacement price of the plant costing 
£40,000 in 1960 is £40,000 X 181/100 = 
£72,000, and the replacement price of 
plant purchased in 1965 is £55,000 X 
181/148 = £67,000. 


Other topics covered in the course e ! 
are found in the Statistics syllabus of ` > 
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other professional accounting bodies, ` 4 a 


such as presentation of data, graphs, ` 


charts and diagrams and time series. The ` 
accountant in my view should be able to ` 


present data graphically for management. 


This is the grounding in statistics 
which the student at Leeds has been 
receiving on the nine-month pre-service 


course in the last few years. I hope that a 


he has a practical base to use his knowl- — 
edge, whether he goes into industry or 
remains in private practice. 


‘The R. E. Newall Co is concerned about the cost of replacing fixed assets due to 
continuing inflation. The directors have studied various books concerning inflation 
in accounts and are not happy with any of the methods suggested, but they have kept 
records of wages paid over a number of years and have the following records: 


1960 1965 1970 

Numbers Average Numbers Average Numbers Average 

employed wage employed wage employed wage 
Apprentices ki s 3 50 5°00 60 7°50 70 12°00 
Unskilled workers 400 12°50 600 17°00 650 26°50 
Semi-skilled workers 800 17°00 850 25°00 goo 32°00 
Skilled workers .. 200 20°00 210 32°00 230 37°00 
Clerical staff IOO 8:oo I2O 13°00 ISO 14°00 


‘Calculate a base weighted index for 1965 and 1970 using 1960 as a base. 


‘In 1960 the R. E. Newall Co purchased plant and machinery costing £40,000 
and in 1965 costing £55,000. Using the index number you have calculated the replace- 
ment price in 1970 of the machinery purchased in 1960 and 1965.’ 
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SHEFFIELD’S NEW PRESIDENT 


Mr P. A. ALLOTT, B.A.(ECON.), F.C.A., 
~ senior partner in R. W. Allott & Co, of 
Rotherham, is the new chairman of the 
Sheffield CASS. 

Educated at Rotherham Grammar 
School and Shefheld University, Mr 
- Allott served his articles with Camm, 

Metcalf, Best & Co, of Sheffield (now 

‘amalgamated with Thornton Baker & 

` Co) and was admitted to membership of 

_ the Institute in 1960. 
bk ` After working for a short time with 
_ Cooper Brothers & Co, in London and 
_ Brussels, he returned to Rotherham as a 
senior clerk and eventually became a 
partner in his present firm which was 
founded by his father. Currently 

President of the senior society of which 
f he has been a committee member for 

over seven years, Mr Allott has taken an 

` active interest in student education serving 

E as a member of the senior society’s joint 

_ tuition committee for three years. 

f He is fortunate in that he has a hard- 
working committee and, as a result, there 
is a good future for the Sheffield CASS. 

"` Other officers elected for the ensuing 

year are: 

Chairman: A. G. Young, F.C.A 

Secretary: Alan G. Shepherd, c/o R. W. Allott 

ES Co, r South Terrace, Moorgate Street, 


Rotherham. Telephone 4228. 
Treasurer: James H. Newman. 


Great strides in education 


` The Society can look back on 1971 as a 
~ year of considerable achievement in the 
area of education for, according to its 
annual report, it undertook one of the 
most ambitious and successful pro- 
- grammes yet. 
= Nine whole-day courses were held 
which, although a reduction on the 
number in 1970 brought about by 
attendances at the Part II and Inter- 
mediate courses and the phasing in of 
the three-day course, there can be no 
- doubt that these meetings, particularly 
for Part I students, were most successful. 
There was an attendance of well over 
70 at the first ever three-day course for 
Part I and Part II members. The good 
response to this venture, states the report, 
prompted the committee to plan for 
= two such courses a year. The one due 
to take place in January had unfortunately 
to be postponed until next July because 
of the unavailability of tutors. Undeterred 
by this initial setback, a successful 
business game was held in its place. 
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Week-end school planned 


Evening lectures for Part I students at 
Sheffield Polytechnic got away to a good 
start with a record number of 44 en- 
rolments. The report e&presses the 
hope that similar reponse will come 
from members for the Deg Part II 


ACCOUNTANT 
course during the current year. With 
education tuition going so well the com- 
mittee propose, in addition to the 
above initiatives, investigating the possi- 
bility of a whole-week residential course 
and an audit game. 

The Society’s soccer club has, in the 
words of the report, ‘made tremendous 
progress since its formation at the 
begining of the 1970-71 season’. It now 
has two teams in the Shetheld Sunday 
Imperial League and under a new con- 
stitution its name was changed to 
Charterac FC (‘Roundabout’, July 29th) 
and is run by its own five-man com- 
mittee. The first team currently leads in 
Division I and the second team, despite 
a poor start to the season, has shown 
healthy signs of improvement. 


Social activities 


Social activities of the Society have 
tended to pale by comparison with its 
education and sporting successes. ‘These 
other aspects of the Society, although 
well planned and good value for money, 
failed in the main to attract the attendance 
expected — though this could hardly be 
said of the Christmas dance which was 
attended by over 250 members and guests. 

The considerable improvement in the 
Society’s finances — there was a deficit 
of only £2 — can be attributed, says the 
report, largely through the diligence and 
thoroughness with which Miss Ann 
Rowley, the membership secretary, per- 
formed her duties. A great achievement 
when viewed against a backcloth of an 
intensive education programme and sport- 
ing and social activities. Proposed higher 
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subscriptions will, the report states, 
enable the Society to fulfill all the res- 
ponsibilities it owes to its members. 


ICA EXAMINATION RESULTS 


SUBJECT to unforeseen circumstances, a 
list of candidates successful at the March 
1972 Intermediate examination will be 
displayed at the offices of the Institute, 
Chartered Accountants’ Hall, Moorgate 
Place, London EC2R 6EQ, on Monday, 
May 22nd. (The list will be published in 
The Accountant on May 25th.) 

In addition, each candidate may expect 
to receive by post at the earliest on 
Monday, May 22nd, a notice stating 
whether he has passed, referred or 
failed, together with details including any 
prize awarded or, if unsuccessful, par- 
ticulars of his performance in indi- 
vidual papers. 

The Institute cannot give information 
of results by telephone or telegram and 
cannot entertain any inquiry as to whether 
results are available. 


LONDON” S AGM 


THE venue for this year’s annual general 
meeting of the London CASS will be 
the Chartered Insurance Institute, 20 
Aldermanbury, London EC2, on June 
6th commencing promptly at 6 p.m. 

‘Roundabout’ has been asked to draw 
attention to the fact that one calendar 
month’s notice must be given of any 
resolution or nominations to the com- 
mittee. Such notifications must, therefore, 
reach the Society’s Secretary, Mr Derek 
du Pré, at 43 London Wall, London EC2, 
not later than Saturday, May 6th:, 


BYSTANDER’S COLUMN - contributed 


Out from Under the Clouds 


N Moorgate Place stands a singularly 

beautiful building. It is the old part of 
Chartered Accountants’ Hall. Yet the 
‘marriage’ of the new office block to the 
old building in no way detracts from 
either — although some anomalies do 
arise as a result. Second floor is the 
basement (where the restaurant is located) 
and the ground floor is the third — if 
you are not thoroughly confused by now 
then take the lift up to floor 63. Yes, 
there is such a floor — honestly! 

The rooms in the building are equally 
elegant. In particular, the reception 
rooms are very fine. I prefer the Small 
Reception Room which is well furnished 
and is excellently proportioned. ‘The 
Main Reception Room is bigger, has 
murals, more antique furniture, and a 
nice domed ceiling. The Council Cham- 


ber, however, is a bit of disaster; the 
curving desks that wind round the room 
are made of such odd wood that it looks 
like a formica tycoon’s Eden. 

The Great Hall is much better, with a 
wood block floor and a high suspended 
ceiling. The building does have another 
entrance to that in Moorgate Place but 
it is so totally nasty that I never use it. 
The lift shafts are coated in a sort of 
concrete corrugated iron and the ‘buttons’ 
used to summon the lifts are huge plastic 
things — when the lift doors open I half 
expect Doctor Who to leap out. 

But if you haven’t yet used the 
Restaurant, you should do so. The 
food is excellent and for the price, re- 
markably good value. The fact that there 
are two sittings for lunch demonstrates 
its popularity. 
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PROFESSIONAL NOTICES 


ARTHUR YOUNG MCCLELLAND Moores 
& Co, Chartered Accountants, announce 
the retirement from practice of Mr JOHN 
DUNLOP, C.B.E., F.F.A., C.A„ and Mr 
K. W. JOHNSON, F.c.A., on April 30th, 
1972. Mr J. B. WALKER, B.A., C.A., joined 
the partnership in Glasgow on May rst, 
1972: and Mr A. D. CHESSELLS, A.C.A., 
in Bristol will do so on June Ist, 1972. 


DELOITTE & Co announce the ad- 
mission into their Birmingham partner- 
ship of Mr F. SUTCLIFFE, F.c.a., until 
recently partner in their Zambian firm, 
and of Mr C. J. BUCKETT, A.C.A., hitherto 
manager of their Birmingham office. 

HAROLD EVERETT, WREFORD & Co, 
Chartered Accountants, of Harford 
House, 103 Great Portland Street, Lon- 
don WIN 6BH, announce the admission 
to_parthership of Mr R. J. Morris, 
A.C.A., Who has been associated with the 
firm for many years. 


Ernest Hatt & Co, Chartered Ac- 
countants, of Curtis House, 12 Poplar 
Road and 25-27 High Street, Solihull, 
Warwickshire, announce that Mr JOHN 
C. ENGLAND, A.C.A., an associate of the 
firm, has been admitted as a partner as 
from May Ist, 1972. 

HarmMoop BANNER & Co and EYTON & 
Eyton of Newcastle upon Tyne, an- 
nounce that from May Ist, 1972, they 
have amalgamated. The amalgamated 
practice will be carried on from Ridley 
House, Regent Centre, Gosforth, New- 
castle upon Tyne NE3 3LY, and 
2 Charlotte Terrace, South Shields. 
From the same date the firm will take 
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over the practice formerly carried on by 
Mr FRANK SWAINSTON, F.C.A., of Alliance 
House, Hood Street, Newcastle upon 
Tyne 1. Mr SWAINSTON will continue as a 
consultant. 


HEREWARD, Scorr, Davies & Co, 
Chartered Accountants, announce that 
Mr James P. B. BRADFORD, A.C.A., was 
taken into partnership on April 1st, 1972. 


KIpsONs: in order to practise together 
through their principal offices in London, 
Birmingham, Manchester, Glasgow, 
Bradford, Colchester, and the South-west, 
the undermentioned firms of chartered 
accountants announce that from May 
Ist, 1972, they will be members of the 
Kipsons Group of U.K. practices: JOHN 
Barn & Co, to be known as K1psons BAIN; 
BRITTAIN Kipsons Massey & ELLISON; 
CoLE, DICKIN & HiLLs, London, to be 
known as Kipsons CoLE DICKIN; CURZON 
Rix & Co; FIRTH, PARISH, CLARKE, 
Hustwick & Co, to be known as FIRTH 
PARISH Kipsons; HALLETTSs, to be known 
as Kipsons HALLETT; Kupsons, also 
known as Kipsons, TAYLOR & Co; 
MAIN BANFIELD & Co, to be known as 
Kipsons MAIN. They are widely rep- 
resented overseas, KIDSONS HALLETT 
being a member of the HALLETT DOUGLASS 
ELMER Fox INTERNATIONAL GROUP. 


MANN Jupp & Co, Chartered Account- 
ants, announce that Mr J. M. Summers, 
C.A., a partner in their London practice, 
Mr J. D. 'THORNLEY, B.A., F.C.A., of the 
Manchester practice, and Mr J. N. E. 
Hart, F.c.A., of the Birmingham practice 
all retired with effect from April 3oth, 
1972. They also announce that Mr 
BARRY SMITH, A.C.A., has been admitted 
as a partner in their Addis Ababa practice 
with effect from April gth, 1972. 


Moore, STEPHENS & Co, Chartered 
Accountants, announce the admission 
into partnership from May "est, 1972, of 
Mr Doucrias CHARLES FUSSELL, A.C.A., 
Mr WILLIAM PETER FORRESTER, A.C.A., 
and Mr ANDREW EDWARD TARRANT 
CUNNINGHAM, A.C.A., all of whom have 
been with the firm for a number of years. 


PIKE, RussELL & Co, Chartered Ac- 
countants, announce the retirement from 
the practice of Mr ROoNALD G. 
MOORCRAFT, F.C.A., with effect from 
March 31st, 1972. 


PIKE, RUSSELL & ASSOCIATES announce 
that they have admitted to partnership 


JOHN FOORD & COMPANY 
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Mr JoHN F. Burns, A.c.c.a., with 


effect from April 1st, 1972. 
ToucHE Ross & Co, Chartered Ac- 


countants, announce that Mr D. J. 
CHAPMAN, A.C.A., Mr A. D. LLEWELLYN, 


A.C.A., Mr W. R. PACKER, F.c.A., and Mr ` 
K. H. POTTER, A.C.A., were admitted to 


partnership in the UK firm on May rst, 
1972. The new partners will be located 
in the firm’s London office. 


TURQUANDS, YOuNGs S.A. and BARTON, 
MayHew & Co announce that they 
have merged their practices in Great 
Britain, Spain and other countries. The 
combined firm will practise under the 
name ‘TURQUANDS BARTON MAYHEW 
throughout the world. Both firms have 
enjoyed a close relationship for many 
years with joint offices in France, 
Belgium, Italy and Switzerland. The 
new address of ‘TURQUANDS BARTON 
MaynHew S.A. in Barcelona is Edificio 
Trade, Gran Via Carlos III 86, Barcelona- 
14. 

APPOINTMENTS 

Mr Anthony Guest Alcock, B.SC., 
A.C.C.A., has been appointed assistant 
managing director and financial director 
of the Redman Precision Engineering 
Group (a member of Redman Heenan 
International) with special responsi- 
bility for Mercia Engineering Co Ltd; 
Salt Engineering Co (Coventry) Ltd; 
and Redman Engineering (Swindon) 
Ltd. He has also joined the board of each 
of these companies. 


Mr Eric G. Crossland, A.c.M.A., chief 
accountant to the Hepworth Iron Co of 
Stocksbridge, Sheffield, and subsidiary 
companies, has now received the ad- 
ditional appointment of company secre- 
tary. 

Mr E. Haughtey, A.c.M.A., A.C.I.S., has 
been appointed chief accountant of The 
Carpet Manufacturing Company. 

Mr Kenneth Jackson, F.c.c.A., has 
been appointed commercial director and 
joins the board of directors of Humphries 
Film Laboratories Ltd. He was formerly 
financial controller. 


Mr William Idris John, A.c.c.a., has 
been appointed chief accountant of the 
Wales Gas Board. 

Mr John Lunch, V.R.D., F.c.A., director- 
general of the Port of London Authority, 
has become President of the Institute of 
Freight Forwarders. 


01-262 2473-8 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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SMALLER FIRMS’ NEW 
CHAMPION 


Mr Anthony Grant, M.P., a solicitor and 
Parliamentary Under-Secretary of State 
for Industrial Development, has been 
designated Minister with special res- 
ponsibility for small firms, in succession 
to Mr Nicholas Ridley. 

Speaking of the responsibilities of his 
new appointment, Mr Grant said: “I 
am very well aware of the enormous 
contribution small firms can and do make 
to the economy, employment and way of 
life of Britain. I want small firms to look 
on me as their champion and as their 
voice’. 


REALITY IN CHANGE OF NAME 


The reality in the change of name to 
The Institute of Cost and Management 
Accountants was approved by Mr H. R. 
Heath, managing director, Dimplex In- 
dustries, when he proposed the toast of 
the Institute at the Hampshire Branch 
annual dinner held at the Royal South- 
ampton Yacht Club. Mr Heath said 
that the role of the management ac- 
countant in industry was all-important 
and pointed out that unless management 
was given the right information at the 
right time, its chances of failure were 
high. 

Dr J. M. 8. Risk, B.COM., CA. F.C.M.A., 
F.C.1.S., J.DIP.M.A., President of the In- 
stitute, replied to the toast, and the 
health of the guests was proposed by the 
Branch President, Mr P. J. Adams, 
F.C.M.A., A.C.C.A., J.DIP.M.A. In replying 
to the latter toast, Mr Wilfred Bailey, 
F.C.A., chairman, Southern Gas Board, 
also welcomed the change of name, and 
spoke of the importance he attached to 
the speedy interpretation of results which 
he expected of management accountants, 
so that he could take action as soon as 
the amber light showed the need, and 
before that light turned red. 


GROUP ACCOUNTS AND 
THEIR AUDIT 


A further course on group accounts and 
their audit has been arranged by The 
Institute of Chartered Accountants in 
England and Wales to take place at the 
Bedford Hotel, Brighton, from May 
23rd to 25th. 

The Institute is conscious that the 
growth of larger groups of companies, 
the acceptance of accounting standards 
and the need for quicker financial 
reporting, place an increasing demand 
on the skill of accountants. The course 
objective is for members to be informed 
of the latest developments in the or- 
ganization, preparation and audit of 
group accounts. 

The course content govers the neces- 
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A call for more active participation by accountants from industry, commerce and the public 
services in the affairs of The Institute of Chartered Accountants in England and Wales was made 
by the Vice-President, Mr E. Kenneth Wright, M.A., F.C.A., at a meeting in Preston, on April 
26th, of the North West Society of Chartered Accountants. 

Mr Wright pointed out that industrial members of the Institute now outnumbered those ‘in 
practice’. Their special needs would be catered for more, and they should willingly accept a 
greater share of responsibility for the well-being of their Institute, he added. 

In the picture with Mr Kenneth Wright (second from left) are North West Society officers 
Mr J. S. Westhead (/eft), honorary secretary, of Blackburn; Mr A. J. Westall, President, of 
Lancaster; and Mr J. S. Darwell (right), Vice-President, of Blackpool. 


sary organization by a group company in 
preparing for the annual accounts, in- 
cluding the timetable considerations, the 
working papers needed and the various 
alternative methods of consolidation. 
Technical matters particular to group 
accounts such as merger and acquisition 
accounting, the consolidation of associated 
companies and the treatment of foreign 
subsidiaries and foreign currency con- 
version are also included. 


NOTTINGHAM MEETING ON 
ACCOUNTING STANDARDS 


More than a hundred 
the Nottingham Society of Chartered 
Accountants drawn from industry, 
commerce and practising offices in Not- 
tingham, Derby and Lincoln attended 
a course on the afternoon of Thursday, 
April 20th, at Nottingham University to 


hear lectures on the new Statements of 


Standard Accounting Practice from Mr 
Michael Renshall, M.A., F.c.A., Tech- 
nical Director of the Institute, and Mr 
Paul Rutteman, B.SC.(ECON.), A.C.A., a 
partner in the firm of Arthur Young 
McClelland Moores & Co. 

Mr Renshall explained the background 
to the statements and remmded members 
of those that had appeared in final form 
and as exposure drafts to date. Mr 


Rutteman covered the actual content of 


the statements and members then dis- 
cussed recent exposure drafts. 


members of 


STAR (GREAT BRITAIN) 
HOLDINGS LTD 


In the course of Mr R. W. Moon’s 
article “Twenty years of take-overs’ 
(The Accountant, April 20th), a company 
identified as ‘Star (Great Britain)’ was 
quoted as having made a bid fer control 
of British Lion. dag 

We have been asked to make it clear 
that this does not refer to Star (Great 
Britain) Holdings Ltd, of 16 Grosvenor 
Street, London W1, who are in no way 
interested in this transaction. The bidder 
for British Lion was Star Associated 
Holdings Ltd, of Leeds, and we express 
our apologies for any emberrassment 
which may have been caused to either 
party. 


TAXATION OF UNREALIZED 
GAINS 
In the course of Mr H. W. T. Pepper’s 
article ‘Refinement of Capital Gains Tax’ 
(The Accountant, March 16th) the im- 
position of capital gains tax ‘every 15 
years, in Britain, on the increase in value 
of the assets of a discretionary trust’ was 
quoted as an instance of the taxation of 
unrealized gains. 
Whilst this correctly reflects the prac- 
tice over the period 1965 to 1971, section 
5 (6) of the Finance Act 1965 (which 
imposed this particular charge) was 
repealed by Schedule 14 of the Finance 
Act 1971 as affecting any term of 15 
years ending after March 3oth, 1971. 
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Every year we pay homage, as a nation, to the dead of all 
three Services. 

And every year we forget the thousands who live on — after 
a fashion. 

For the dead and maimed are not the only casualties. All 
too many Soldiers, Sailors and Airmen suffer mental 
breakdown through over-exposure to death and violence. 
We help them in their own homes and in hospital, these 
men and women who have tried to give more, much more, 
than they could. We run our own Convalescent Home. 
For some, we provide work in a sheltered industry so that 
they can live without charity. And we provide a Veterans’ 
Home where they can see out their days in peace. 

Money alone can’t pay our debt. But it can go a long way. 
Please help us, and please tell your clients about us too. 


“They’ve given more than they could — 
please give as much as you can.” 


MENTAL WELFARE SOCIETY 


37 Thurloe Street, London SW7 2LL. 01-584 8688. 
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Incorporated 1916 


Book-keeping Division of the Institute of Book-keepers and 
Related Data Processing Limited (by Guarantee) 


The Corporate Book-keeper is the accounting 
technician responsible for providing historical in- 
formation in company accounts. 


The Institute of Chartered Accountants’ Intermediate 
examination is recognised as a Final exempting 
qualification on a subject-for-subject basis. 


‘rite for examination syllabus and 
membership details to: 
D. W. Bradley, FCIS, MIOM 


Secretary, The Institute of Book-keepers 
Walter House, 418-422 Strand, London WC2 





ACCOUNTANT 


Many hundreds of accountants have found the right job 
through this useful service. 


FREE LISTS OF VACANCIES 


will be posted to you, or you can drop in and — without any 
form filling — study the classified register. Over 500 vacancies 
in PUBLIC PRACTICE, COMMERCE AND INDUSTRY, 
in the U.K. and Overseas offer you the widest choice. 


Public Practice: L. Kelleher, 01—628 4550. 

More than 250 Professional firms utilize our services in the 
engagement of all grades of Audit, Tax and Liquidations 
staff, Managers, Consultants, Partners, etc. Ring for FREE 
LIST of current vacancies. 


Commerce and Industry: M. Farrer, 01—628 8860 
Our client firms operate in every sector of Commerce, 


Industry and Finance, and vacancies cover the whole range — 
from Trainee to Financial Director, including Consultants 
and Specialists. 


Temporary Staff: A. Andersz, 01-628 8207 

We often receive inquiries from our clients for qualified and/ 
or experienced Accountants, Consultants and Book-keepers. 
Terms are much better than is usual for temporary 
assignments. 


EMPLOYERS: Our register of candidates lists hundreds of 
accountants and perhaps one of them is the man you seek. 
To find out, ring me now, and I shall reply within the hour. 

R. Thornhill, 01-628 8869. 


RICHARD OWEN ASSOCIATES 


24 Finsbury Court, Finsbury Pavement, London EC2A 1HT 





LEWIS, COATES & LUCAS LTD 





LAW STATIONERS 
COMPANY PRINTERS 
COMPANY AGENTS 


Draft Memorandum and Articles 
supplied by return of post 


Company Seals and Books 
Notepaper, Bills, etc., printed 
Rubber Stamps 

All office requisites 


READY-MADE COMPANIES 


inclusive 





38/40 FEATHERSTONE STREET 
LONDON EC1 


01-253 2977/8/9 Telex 262687 





Offices & Shops. Factories & 
Warehouses. Hotels & Licensed Properties. 
Investments & Mortgages. Development & Building Land. 
Valuations For All Purposes. Town Planning & Rating. 


Property & Developments Abroad. Management. 


=- Knight Frank & Rutley 


e 20 Hanover Square, London WIR OAH. Telephone 01-629 8171. 
Telegrams Knitefrank, London WIR OAH. Telex 265384 (LDN). 
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Principals with the 
responsibility for training 





newly articled clerks 


should ensure that the best course of action for 
their newly articled clerks is to enrol with the 
Metropolitan College. 


All bona fide Principals who are considering the 
postal coaching arrangements for their newly articled 
clerks are invited to inspect a copy of the Metro- 
politan College Study Manuals, to see for themselves 
that the contents are thoroughly up to date and 
designed specifically to give progressive and care- 
fully graduated instruction, backed by a businesslike 
tutorial service that receives the constant and 
enthusiastic commendation of the students. 


Please write to the Principal, B. Mendes, B.Sc.Econ., F.C.A., Dept A1, 
Metropolitan College, St Albans, and we will gladly send you, without 
charge or obligation, a copy of one of our Study Manuals. 





Metropolitan College unassailable record 
of Examination Successes 


At the professional accountancy examinations, for which the Metropolitan College provides 
Expert Postal Tuition, students from the College have obtained — 


MORE THAN 45,000 PASSES and 
MORE THAN 1,400 DISTINCTIONS 
MEDALS and PRIZES 


Be guided by the experience of others 


Ye 


TAKE ACTION NOW! Write TODAY for a free copy of 
the College Accountancy Prospectus (stating the examina- 
tion in which you are interested) to the Metropolitan 
College (A1), St Albans, or CALL at the London Advisory 
Office, 30 Queen Victonia Street, London EC4N 4SX 
(01—248 6874). After office hours (5 p.m. Monday—Friday) 
telephone messages are recorded electronically. 





LINKED PRIVATE STUDIES 


For students who wish to participate in linked oral 
and correspondence tuition, the Luton College of 
Technology and Metropolitan College now offer 
these facilities. Please write to: Metropolitan 
College for details of various courses available. 


Metropolitan College, St. Albans 


Accredited by the Council for the Accreditation of Correspondence Colleges. 
Member of the Associ§8tion of British Correspondence Colleges. 
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HOUGH the standards of the British insurance industry, 

we have no doubt, will bear comparison with those of 
any other country in the world, it would be idle to deny 
that its image has suffered somewhat in recent years. It is 
no answer to argue, with the benefit of hindsight, that the 
admission of Vehicle and General to membership of the 
British Insurance Association was a mistake, or that motor 
insurance business (the cause of most of the recent and 
spectacular failures) is particularly hazardous and un- 
attractive to underwriters — or even that insurance com- 
panies, as commercial ventures, cannot reasonably be 
given total protection against the contingency of failure. 
Predictably, Members of Parliament and the public at 
large have been demanding that something must be done 
about it. 

To recognize the disease, however, is not to agree upon 
its treatment, and the demand that something must be 
done has not revealed any degree of unanimity upon who 
is to do it. The policing of statutory requirements under, in 
particular, the Companies Act 1967, plainly raises issues of 
policy which are for the DTI, rather than either the BIA 
or the accountancy profession. 

Speaking in last week’s Parliamentary debate on the 
report of the James tribunal of inquiry into the V & G 
collapse, Mr John Davies, M.B.E., F.C.A., J.DIP.M.A., Secre- 
tary of State for Trade and Industry, referred to a sugges- 
tion in the report that the DTI might seek powe1, in 
certain circumstances ‘to require the accounts of an 
insurance company to be audited by specialist accountants 
nominated by the Department’. The profession, said Mr 
Davies, had seen great difficulty in this concept of a 
‘specialist accountant’, but he thought that ‘some adapta- 
tion of this idea might be practicable whereby, in cases of 
special difficulty, recourse might be had to individuals or 
firms known to have extensive experience in the field of 
insurance auditing’. 

Taken in isolation, the Minister’s reference to the views 
of the accountancy profession might indicate something of 







a negative or unco-operative attitude. This, however, is 
far from the case. The Institute of Chartered Accountants 
in England and Wales (apparently the only member body 
of ‘the accountancy profession’ to be directly consulted 
on this issue) has meanwhile released the full text of a 
memorandum submitted to the DTI last June about the 
financial regulation of insurance companies. 

The Institute, it is clear, is fully conscious of the services 
which accountants can properly render in this area; it has 
been pressing for a number of ‘problem areas’ peculiar to 
the insurance industry to be more closely defined ; and it has 
declared its readiness to issue a further statement of guid- 
ance dealing with some of the more specialized features of 
insurance company audits, possibly on the lines of ‘Audits 
of Building Societies’ (The Accountant, October 22nd, 
1970). Further negotiations between the Institute and the 
DTI are continuing. 

The Institute has made, too, the very sound point that 
in cases where a special examination is thought to be 
necessary, to entrust this work to a firm of accountants — 
possibly the company’s existing auditors — would avoid the 
atmosphere of suspicion and alarm which direct inspection 
by the DTI might arouse, and thus avert the risk of 
accelerating a potential failure. This element, it will be 
remembered, was constantly present in the minds of those 
members of the DTI staff responsible for the surveillance 
of V & G. 

The principal difficulties which the Institute is seen to 
have had well in mind — and, as its members may think, 
rightly so — are those which would inevitably follow the 
creation of any form of élite group having ‘special experi- 
ence’ within the profession. Just as the Institute has long 
set its face against the addition by individual members of 
supplementary ‘labels’ to the designation of ‘chartered 
accountant’, regarding it as a form of personal advertising, 
so it has adopted as a corollary thé policy of not being seen 
to prefer or to recommend any one of its members against 
another. Where anything of the nature of an élite exists, 
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there exists beside it the potential embarrassment of 
defining the conditions for admission and, even more 
embarrassing, for withdrawal from the list. 

The text of the Institute’s statement, submitted to the 
DTI in June 1971, 1s as follows: 


INSURANCE COMPANIES 


The purpose of this statement is to express, following earlier 
discussions with DTI, preliminary comments on behalf of ‘The 
Institute of Chartered Accountants in England and Wales on 
aspects of the financial regulation of insurance companies. ‘The 
comments are limited to matters of general insurance business 
and do not attempt to consider the special problems which 
pertain to life and long-term insurance. 

It is, we think, necessary to recognize that it is impossible, 
whatever the means of control, to ensure that insurance company 
failures will never take place. Insurance companies are com- 
mercial ventures and are subject to special hazards in addition 
to the normal risks of business. Nevertheless, we believe it 
possible to operate controls which ensure that the special areas 
of risk peculiar to the industry are identified and minimized. 

Subject to these remarks, there are, in our view, two separate 
ways in which the problem of insurance company supervision 
should be approached, namely, through the audit of their annual 
accounts and through the surveillance of the DTI. Each raises 
its own considerations and we discuss them separately. 


(1) The Audit of Insurance Companies 


Recognizing the special technical problems of insurance com- 
pany audit, you mentioned the idea of setting up a panel of 
auditors made up of those firms who have particular experience 
of this class of audit. Whilst at first sight this might seem an 
attractive proposal. we fear that it would be impracticable for 
the reason that the appropriate criteria for inclusion on the panel 
would be difficult to define and even more difficult to operate. 
It would be necessary to devise a procedure which would 
enable suitable new candidates to join the panel in order to 
prevent the establishment of a ‘closed shop’, yet it is hard to see 
how fitness would be judged or in fact how existing members 
of the panel could be removed on the grounds that they had 
insufficient expertise unless it could be clearly demonstrated 
that their standards of work were inadequate. 

We suggest two practical steps which we believe would serve 
to ease problems in the field of auditing. First, it would be help- 
ful if certain accounting matters peculiar to insurance companies 
were clarified. We explain these below in the context of our 
comments on DTI supervision. Second, we would, if you felt it 
helpful, be willing to consider the preparation and issue of a 
statement of guidance dealing with the proper conduct of the 
more specialized features of the audit of insurance companies. 
Our publication Audits of Building Societies shows the sort of 
work which might be produced. 


(2) Supervision by the DTI 


As stated above, we regard the regular surveillance of the affairs 
of insurance companies as a matter which is distinct from the 
audit of their accounts as it raises questions of policy which are 
matters for the Department. 

We would, however, observe that it appears to us that the 
existing statutory powers of the Department are, in principle, 
adequate although we refer below to certain matters which we 
think require consideration. 

We suggest the activation of the ‘panel of experts’ which was 
stated to be under consideration at the time the amendments 
of the law with respect to insurance companies, now embodied 
in the 1967 Companies Act, were being debated in Parliament. 


e 


ACCOUNTANT 


May 11th, 1972 


This panel should include representatives of the insurance 
industry and accountants with relevant expertise. 

Such a panel could assist the Department in connection with 
the valuation of assets and liabilities, in advising on good 
insurance practice and administration, in commenting on a 
company’s underwriting and reinsurance policies and in clari- 
fying certain matters of accounting principles. 

We suggest the following accounting and reporting matters 
as appropriate for consideration in the context of surveillance 
by the Department: 


(a) the accounting treatment of goodwill and intangibles and 
their specific exclusion in calculating the margin of 
solvency ; 


(b) the introduction of guidelines for ascertaining the amount 
to be set aside for claims outstanding, including those not 
notified at the balance sheet date, and for taking account 
of the effects of inflation on those claims where there may 
be a material delay before settlement; 


(c) the removal of a possible confusion between the amount 
set aside for ‘unearned premiums’ at the date of the 
balance sheet and the adequacy of the provision for 
‘unexpired risks’. The ascertainment of the first men- 
tioned figure is a matter of arithmetic, appropriately dealt 
with by the method of taking multiples of one-twenty- 
fourth of each month’s premiums but the provision for 
unexpired risks is a matter of judgement based on current 
claims experience and should be adequate to cover fore- 
seeable losses which will occur between the date of the 
balance sheet and the expiry of the period of risk; 


(d) whether debts outstanding at the date of the balance sheet 
for more than a prescribed period should be separately 
scheduled to the Department and whether debts over a 
certain age should be excluded from the margin of solvency 
calculation ; 


(e) the need for a clear definition of what is acceptable as 
consideration for the initial issue of shares; 


(f) whether there should be a requirement that investments, 
of a sum depending on the amount of busine8s written 
but not less than the minimum margin of solvency (at 
present £50,000), should be deposited with the Depart- 
ment. It would also be desirable to review this minimum 
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from time to time not least for reasons of continuing 


iniflation ; 


(g) the frequency of returns (whether audited or not) to the 
Department in the case of newly formed, rapidly expand- 
ing or aggressively promoted companies; 

(h) the basis of the calculation of the margin of solvency in the 


case of grouped companies; 


(i) whether there should be restrictions in the power of 
insurance companies to make investments in, or advances 
to, members of its group or its associated companies; 

(j) consideration, in the special circumstances of insurance 
companies, of what should constitute ‘proper books of 
account’ (or preferably ‘proper accounting records’) as a 
basis for both the audited accounts and the return to the 
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Department. We draw attention to paragraph 56 (especi- 


ally sub-paragraph (d)) of the allied accountancy bodies’ 


publication Companies Legislation in the Ig70s, the 
relevant substance of which proposes that companies ` 
should be required to keep such records as will enable the — 
directors to ascertain with reasonable accuracy, at intervals ` 
appropriate to the nature of the business, the financial ` 
position of the company; 

(k) whether, in appropriate cases, the Department should 
procure the instruction of firms of accountants (possibly 
the auditors of the company in question) to carry out 
special examinations and report to the Department, in 
such a way as to avoid the suspicion and alarm which 
direct inspection by the Department may evoke. 





Centralized Stock Exchange 


Accounting 


A SECOND interim report by the 
Directorate of Information Sys- 
tems and Settlement of the London 
Stock Exchange has concluded that 
the proposed new system of settlement 
‘is sound and workable, and would 
certainly ease the pressures on member 
firms’ offices through greater sim- 
plicity, more reliable and accessible 
settlement records, tighter controls 
and fewer opportunities for error, 
and less delay in processing paper 
work. The whole settlement account- 
ing situation would be put in much 
better order’. The Stock Exchange 
Council now proposes to distribute 
this second interim report to member 
firms of both London and Country 
exchanges and other interested parties, 
and to continue studies of the new 
settlement system, culminating in a 
master plan which is expected to be 
available to the Council in the autumn. 

As indicated in last year’s first 
interim report (The Accountant, 
August 19th, 1971) the total cost of 
settlement of Stock Exchange bargains 
in 1970 was estimated as {21 million, 
approximately two-thirds of this figure 
representing staff costs. The second 
interim report estimates potential sav- 
ings in this figure of the order of 
£64 million per annum, including 
nearly £5 million staff costs. 

The new system would involve the 
centralization of Stock Exchange settle- 


ment business, and staff needs of the 
new settlement centre would alter the 
whole pattern of staffing throughout 
the Stock Exchange, raising a number 
of issues that until now have not 
needed active consideration. The pres- 
ent report clearly states that ‘the 
system will require a very substantial 
investment by the Stock Exchange 
before the full benefits can be realized’. 
A tentative programme, published as 
part of the report, for implementation 
of the new system extends over the 
five years 1972-73 to 1976-77 in- 
clusive, and would involve a total net 
outlay of £74 million. 

Amongst features of the present 
system which it is proposed should be 
retained are payment against docu- 
ments, freedom to close bargains 
within the same account without 
payment of transfer stamp duty, and 
dealings within an account of approxi- 
mately two weeks’ duration, with 
the possibility of more frequent 
settlements. 


New Exposure Draft 
Promised 


Bai sixth in the series of exposure 
drafts from the Accounting Stan- 
dards Steering Committee, dealing 
with stocks and work in progress, will 
be issued shortly. The complexity of 
the subject, the necessity to take into 


account the technical and physical 
characteristics of a wide variety of 
businesses, and the part which stock 


valuations have played in several well- 
known cases in the recent past are `: 


likely to combine to make ED 6 one 

of the ASSC’s more controversial 

topics. , 
The new draft will be the first to 


appear since The Institute of Cost and 


Management Accountants and The 
Association of Certified Accountants 
became full members of the ASSC. 
A significant feature is that the deter- 
mination of stocks and work in pro- 
gress will have a more direct impact 
than have any previous releases upon 
taxable profits; thus the views of the 
Inland Revenue are likely to prove of 
particular significance before the new 
draft offers any hope of acceptance as 
a definitive standard of accounting 
practice. 

ED 6, Stocks and Work in Progress, 
will be reproduced in full in next 
week’s issue of The Accountant. Copies 
will also be available from Chartered 
Accountants’ Hall with effect from 
‘Tuesday, May 16th, price 25p each 


(by post, 3op). 


The Limited Lump 
CONTRIBUTORY cause of the 


heavy increase in new company 
formations this year, to which the 
Registrar of Companies drew attention 
in The Accountant of April 27th, 
has been identified as an extraordinary 
number of self-employed building 
sub-contractars who are seeking regis- 
tration as limited companies. Under 
section 29 (1) of the Finance Act 1971, 
the compulsorye deduction of 30 per 
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cent on account of prospective tax 
liabilities from payments made by a 
principal contractor does not apply 
where the subcontractor is a company. 

Legislation aimed at preventing 
widespread tax evasion by self-em- 
ployed building subcontractors — col- 
loquially known as ‘the lump’ - 
became effective on April 6th. Many 
subcontractors, it is alleged, have 
been turning themselves into ‘ready- 
made’ limited companies, at a cost of 
£20 to £25, in order to remain in 
business, and the time currently being 
taken to register a company may be as 
long as eight weeks. 


Small Firms Research 
Competition 


NEW competition with a grant of 

£2,000 for research into small 
firms was announced last week by Mr 
Anthony Grant, Minister with special 
responsibility for small firms. The 
competition, which will be open to 
suitably qualified persons, will be for 
the best suggestion for a six-month 
research project into any aspect of the 
operation, management or exporting 
activities of small firms. 

In launching this competition, Mr 
Grant referred to the Bolton Report 
(The Accountant, November "tb, 
1971), which emphasized the import- 
ance of small firms in the economy, but 
showed that the small firms sector had 
been little researched and was poorly 
documented. The aim of this new 
venture, he said, was to stimulate 
widespread interest in small firms and 
to increase knowledge of the sector. 
Mr Grant hoped the competition 
would encourage people in all walks of 
life — industry, commerce and the 
academic world — to think about the 
problems of the small firms sector, 
and that employers would encourage 
participation by being prepared to 
release competitors if successful. 

The closing date for receipt of 
entries is July 3rd. Competitors’ pro- 
posals will be assessed by a panel of 
experts and it is hoped to announce 
the winning project in the competition 
by August. The research will have to 
start by November 30th, 1972, and 
the DTI is actively considering the 
question of publishing the results. 

Entry forms can be obtained from 
Small Firms-Division (2), DTI, Room 
245, Abell House, Landon SW1. 
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London President for 
Irish Institute 


OR the first time in its history, ‘The 

Institute of Chartered Accountants 
in Ireland has elected as President a 
member not resident in Ireland. 
Following last Saturday’s annual 
general meeting of the Institute in 
Dublin, Mr Charles H. Nicholson, 
F.C.A., of London was elected President 


for 1972-73. 
Now a partner in the London office 





Mr 
Nicholson was educated at St Andrew’s 
College, and thereafter served articles 
with Messrs Craig Gardner & Co, 
Chartered Accountants, of Dublin. He 
moved to London after qualifying as a 


of Price Waterhouse & Co, 


member of the Institute in 1935. 

Mr Nicholson, it is clear, will not 
be in any sense an ‘absentee’ President. 
Since his election to the Council in 
1967, he has represented the Institute 
on many important joint committees 
with other accountancy bodies. He has 
been Vice-President of the Institute 
for the past year. 


Irish Accountants Must 
Keep up to Date 


N his valedictory address at the 

Irish Institute’s annual meeting, the 
outgoing President, Mr Niall Crowley, 
F.C.A., stressed the increasing im- 
portance of post-qualifying education. 
Proposals by a special committee of 
the English Institute for the award of 
fellowship by examination, and moves 
towards mandatory post-qualifying 
education in Canada and the United 
States, indicated the trend of thinking 
in other major accountancy bodies. 

If members of the Institute were 
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to retain their standing in the profes- 
sional and business community, they 


must remain up to date; if members 


would not accept this as a voluntary 
obligation, he foresaw the necessity 
either of compulsion by a mandatory 
minimum programme of post-qualify- 
ing education, or encouragement by 
introduction of a second-stage special- 
ized qualification. It was vital, further- 
more, for practising officers to recog- 
nize the need for constant monitoring 
of training facilities, to ensure that 
prospective members of the Institute 
were able to take their proper place in 
a changing and ever more complex 
environment. 

The Council of the Irish Institute 
has recently set up a special working 
party to study the implications of a 
post-qualifying education programme. 
Members would be welcome, said 
Mr Crowley, to express their views to 
the Council over the whole area of 
professional education and training — 
an area in which, by its very nature, 
dramatic results could not be expected 
overnight. 


irish Budget 


HE Minister for Finance made 

taxation history in April when for 
the first time ever he budgeted for a 
deficit, albeit one of only £35 million. 
His justification arises from the harsh 
necessity to stimulate economic growth 
in the current context of increasing 
unemployment now at a record peak, 
of declining tourism revenue, and of a 
low level of investment. He chose, 
therefore, to opt for expansion even 
at the risk of accumulated inflation. 
The injection of the resultant extra 
spending power is estimated to raise 
the sagging rate of growth of the 
Republic’s gnp by 1# per cent in the 
coming year. 

Taxation history notched up a 
second all-time precedent when the 
Budget gave concessions without im- 
posing any additional burdens. The 
benefits fall into three main categories: 

Personal allowances. Increases of 
£50 to single persons (to £299) and 
widowed persons (to £324), and of £70 
to married persons (to £494). All 
children’s allowances are up by {20 
(to {140 and £155). 

Pensions. Increases ranging from 
sop to {1-25 per week go to several 
categories of society’s relatively help- 
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less — the old, the widowed, deserted 
wives, blind, early retireds and their 
children; there are also extensions in 
the sphere of free electricity and free 
travel for the over 70’s. 

Company taxation. The overall rate 
of company taxation is reduced from 
54 to 50 per cent. This important 
change is effected by allowing the full 
amount of corporation profits tax as 
deductible when computing the in- 
come tax assessment, thus reversing 
the change made with retrospective 
effect to 1970—71 in the 1971 Budget. 

Finally, the Minister announced 
that a detailed examination into the 
question of company tax reform had 
been completed and a White Paper 
would be published in the summer. 


Swedish Treasury 
Favours Indirect Taxes 


L reform involving a cut in 
direct central government taxation 
but higher indirect taxes, including 
VAT, was proposed by the Swedish 
Government recently. To the Treasury, 
the effect will be ‘neutral’, total costs 
of Kr.2,855 million (£225 million) 
being offset by fresh revenue of the 
same amount. Under the scheme, 
income tax would be cut by Kr.2,400 
million, and value added tax raised 
by 2:35 per cent to 20 per cent to 
yield an estimated Kr.1,g00 million. 
Other elements in the scheme 
include a rise in duty taxes on tobacco, 
wines and spirits, and petrol, ex- 
pected to yield krass million. To 
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compensate special groups for the 
increased indirect taxes, children’s 
allowances, pensions and education 
grants will be raised by a total of 
Kr.455 million. 

While low income earners will 
benefit from the highest percentage 
cuts, the largest beneficiaries in terms 
of cash will be those earning between 
Kr.35,000 and Kr.70,000. Their tax 
burden will be reduced by about 
Kr.goo (about £72). An important 
element in the proposal is a two-year 
‘freeze’ in local government taxes, 
whose increase in recent years is 
considered to have eroded the benefits 
of the tax reform introduced in 1970. 

According to a government com- 
muniqué, the proposed tax reform is 
provisional, pending the findings of a 
commission entrusted to investigate 
the tax system. The new ‘package’ will, 
if approved by the Riksdag, come into 
force on January Ist, 1973. 
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Questions in Parliament 


A a sequel to the Wheatley Report 
on football ground improvement, 
Conservative and Labour MPs have 
joined to table a Commons motion, 
urging the Government to grant tax 
exemption to capital improvements on 
all football league club grounds in the 
long-term interests of the game and in 
the light of Lord Wheatley’s report. 

Mr Arthur Lewis (West Ham 
North, Lab.) has added an amendment 
to the motion seeking a zero rate of 
VAT for all sporting activities. 

Mr Albert Costain (Cons., Folkes- 
tone and Hythe), will ask the Chan- 
cellor on ‘Tuesday (May 16th), how 
much tax would be collected in a full 
year from the application of clause 76 
of the Finance Bill, which relates to 
the taxation of the consideration 


received when land is sold and leased 
back. 





The Merger Movement 


ESPITE official support from 

government for some mergers, 
largely on the grounds that size is 
apparently synonymous with efficiency, 
there has been growing public con- 
cern over the extent of the merger 
movement which is much larger than 
the periodic outbursts of publicized 
take-overs may suggest. 

Whether or not mergers generally 
are in the best interests, either of the 
companies concerned or of the national 
economy, is a question which remains 
as yet unanswered. One attempt to 
answer this difficult question is pro- 
vided by a new study of mergers in 
the years 1955-1960 by Dr Ajit Singh 
(Take-overs, Cambridge University 
Press, £4). 

On the basis of data relating to some 
400 companies out of the 2,126 firms 
quoted on the London Stock Exchange 
Dr Singh considers that the companies 
taken over had lower than average 
profitability and growth rates, but 
higher than average rates of profit 
retention. It is not possible, however, 
to devise any statistical indicators of 
the likelihood of take-overs; there is 
tremendous diversity in all of the 
above characteristics between the 
affected firms. 

If there is one major conclusion 


which is worth noting from the de- 
tailed statistical analysis, it is that 
companies which take over other 
companies tend afterwards to have 
lower rates of profit than the average 
for their particular industries; in other 
words, the author’s findings provide 
no support whatever for the thesis 
that profitability is in general in- 
creased by a better management of 
the assets taken over. This may, of 
course, depend upon the time required 
to digest the new acquisition but 
clearly, in the shorter run, some share 
holders have nothing to gain from the 
merger movement. 

In the light of a recent article by 
Mr R. W. Moon ‘Twenty Years of 
Take-Overs’ (The Accountant, April 
20th) a forthcoming book by Mr 
Andrew Jackson, an accountant, and 
Dr Newbould of the Manchester 
Business School, The Receding Ideal, 
is of interest. As Mr Moon demon- 
strated, the take-over movement has 
now begun to gather momentum 
again and in the new book the authors 
suggest that by the end of the current 
decade, no more than 20 or so com- 
panies may dominate such industries 
as chemicals, brewing, paints, building 
materials and construction, among 
others. If such*a prospect is really 
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within the bounds of practical pos- 
sibility then, clearly, the Government 
cannot remain indifferent to what is 
happening within the economy. 


industrial Relations 
and the Professional Man 


ROFESSIONAL men in com- 

merce and industry, such as ad- 
ministrators, accountants, and lawyers, 
may have to band together to form 
their own organization on similar 
lines to the United Kingdom Associa- 
tion of Professional Engineers. Such 
an organization would ensure that 
their interests in negotiations relating 
to salaries and conditions are properly 
represented and are not taken over 
against their will by a trade union 
representative of the majority of 


ACCOUNTANT 
employees of the undertaking that 
they serve. 

This is one of the implications of 
the Industrial Relations Act, according 
to Mr John Phillips, opp, LL.M. 
F.C.1.S., Secretary and Chief Executive 
of the Institute of Chartered Secre- 
taries and Administrators. Speaking 
in Plymouth last week, Mr Phillips 
said that the question was sometimes 
asked whether a professional body 
should seek to represent its members 
in negotiations for fixing salaries and 
conditions of service. 

Mr Phillips referred to the experi- 
ence of members of the Asso- 
ciation of Professional Engineers, 
employed by C. A. Parsons Ltd, who 
were not prepared to accept the 
Amalgamated Union of Engineering 
Workers as a bargaining agent on 
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their behalf, and had secured an order 
from the Industrial Relations Court 
to the effect that attempts by AUEW 
members to bring pressure on these 
professional engineers constituted an 
unfair industrial practice. The duty of 
a professional man to his professional 
body, said Mr Phillips, was based on 
acceptance of a code of conduct 
higher than that required by law, by 
contract or by membership of a 
union. 

“The lesson for us all’, he said, ‘is 
that professional men engaged as 
administrators, accountants, lawyers 
and so on may well have to band 
together to form a special organization, 
as has been done by the engineers. 
This would ensure that their interests 
in negotiations relating to salaries and 
conditions are properly represented.’ 





THIS IS MY LIFE 


Cooling It Off 


by An Industrious Accountant 


|: had been a long board meeting. When the directors 
_ Ffinally trooped out at 6.45 p.m., they left behind them 
three jaded and touchy executives. 

Scotty stretched his arms wearily and said: ‘Mon, that 
was a gey tough fight.’ He’d been grilled thoroughly over 
his summer turnover forecast; his figures had been sus- 
pected and his targets rejected, and the general atmosphere 
had been carping and over-critical. He looked at the 
creased charts on the wallboard and shuddered melo- 
dramatically. 

His assistant, Bertie, unfastened the charts. He looked 
venomous. Half-way through the debate he’d answered 
confidently ‘rising by about 15 per cent annually’ to a 
question from the managing director. Unfortunately be d 
pushed his luck too far; his response proved to have been a 
guess wide of the mark, and he’d been flayed from then on. 
The MD’s repeated ‘Quite sure?’ had proved devastating. 

The victim expressed himself with fluent vulgarity about 
the directors. I said coldly ‘Don’t lower the tone.’ It would 
probably have been wiser to say nothing but, having just 
had a mauling over my staff recruitment memorandum, my 
own veneer of politeness was cracking. Besides, I don’t like 
Bertie. 

The curt rebuke got Bertie on the raw. He flared up 
suddenly and Scotty had to pull rank to shut him up. No 
disrespect, no bad language, and no so-and-so dumb 
insolence either, the sales manager said menacingly, and 
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Bertie, stormed out, declaring that all this ‘Mr Chairman’ 
and ‘Mr Secretary’ bull just made him plain sick. 

I explained in some annoyance that there’s a time and a 
place for ceremony. Any idiot can relax and go unshaven 
for the week-end; but personally I like formality when 
appropriate, whether it be in the boardroom, on the parade 
ground or at the annual dinner. Professional men must 
insist on numbered agendas, memoranda of proceedings 
providing for resolutions to be proposed and seconded, 
and signed authorizations for budgeted expenditure, for 
example, all on record for posterity. 

Scotty only grinned like a Cheshire cat. He’s well known 
to go unshaven on his week-end fishing trips, a relic of the 
years when he wandered around war-torn Normandy in 
knitted cap and muddy battledress, with a red beard down 
to his chest. His meetings are brisk and informal, where 
chaps take off their coats and argue heatedly, and he 
doesn’t issue minutes — because they minimize flexibility, so 
he claims. 

That’s why he and the MD had fallen out over his 
calamitous advertising budget over-run. You know how it is 
with salesmen, pure solid ivory between the ears. 

‘You’re lucky that the MD didn’t ask me what you said 
about holiday camping equipment last year,’ I snapped. 
‘It’s all here in black and white in my notes, and it’s not 
what you said today, not by a long shot. You’d have saved 
yourselves untold trouble if you’d had the elementary 
gumption to check back with me in advance!’ 

The SM nodded thoughtfully. ‘Listen, laddie, Bertie’s 
no’ that bad,’ he said. ‘He’s young, and promoted too fast; 
he’s dropped a clanger or two recently, so he’s insecure and 
edgy; but he may learn yet. What say you help him along — 
as a favour to me?’ 

So the upshot was that Bertie apologized handsomely, 
and we laughed off our trouble in the local. Since then he’s 
sometimes said ‘sir’ to me, with an obvious effort, and 
harmony reigns for the moment. 
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Lord Mayor of London Presents 


the Annual Awards for 1972 


RESENTING The Accountant Annual Awards for company reports and accounts 

to The British Petroleum Co Ltd and Macarthys Pharmaceuticals Ltd at the 
Mansion House last Thursday, the Lord Mayor of London, Sir Edward Howard, 
Bt., said that the report and accounts of any public company were by far the most 
important annual contact between the directors and the world at large. The disclosure 
of information in readable form might well prove the most important single contribu- 
tion the United Kingdom makes to the European Economic Community in the field 
of the protection of the investor and provision of an integrated long-term capital 


market. ‘We in this country’, he said, ‘are 
well ahead of the other nine in our efforts 
to present a true and fair view of a com- 
pany’s affairs. Our standards should set 
a policy for the new Europe.’ 

The Awards were presented in the 
presence of a large and distinguished 
company representing the City, the 
professions, industry and commerce. 
Mr Percy F. Hughes, Editor-in-Chief 
of The Accountant, presided, and also 
on the platform were the representatives 
of the winning companies, Mr A. F. 
Down, opp, M.C., T.D., C.A., a deputy 
chairman of The British Petroleum Co 
Ltd, and Sir Hugh Linstead, 0.B.£., LL.D., 
F.P.S., Chairman of Macarthys Pharma- 
ceuticals, together with the Lady Mayor- 
ess; Mrs Hughes; Mr A. H. Walton, 
F.C.A., President, The Institute of Char- 
tered Accountants in England and Wales; 
Mr Niall Crowley, F.c.A., President, The 
Institute of Chartered Accountants in 
Ireland; Mr Alan W. Nelson, F.c.c.A., 
F.T.I.1., President, The Association of 
Certified Accountants; Dr J. M. S. Risk, 
B.COM., C.A., F.C.M.A., J.DIP.M.A., F.C.LS., 
President, The Institute of Cost and 
Management Accountants; Mr J. L. 
Salt, F.1.M.T.A., President, The Institute 
of Municipal Treasurers and Account- 
ants; Mr W. S. Risk, B.COM., C.A., F.C.M.A., 
J.DIP.M.A., a Vice-President, The Insti- 
tute of Chartered Accountants of Scot- 
land and a Member of the Panel of 
Judges; Mr S. W. G. Morton, F.c.1.s., a 
Vice-President, The Chartered Institute 
of Secretaries and Administrators; M 
R. Van de Woestyne, President, College 
National des Experts Comptables de 
Belgique; Mr Sheriff Neville Rayner, 
J.P., C.C., and Mrs Rayner; Mr Michael 
Wheeler, Q.c., Chairman of the Panel of 
Judges of The Accountant Annual Awards, 
and the following members of the Panel: 
Mr T. A. Hamilton Baynes, M.A., F.C.A., 


Mr Peter Baring, Mr J: A. Jackson, F.c.A., 
Mr Robert Knight, F.c.1.s., Mr Trevor 
Macdonald, c.a., Mr Anthony Mallinson, 
Mr P. H. Swan, D.s.o., p.F.c., Mr Arthur 
E. Webb, Editor of The Accountant, and 
Mr Peter Chapman, Secretary of The 
Accountant Annual Awards. 


CHAIRMAN’S ADDRESS 


In the course of his opening address, Mr 
Percy F. Hughes said: 

“This is the 1gth occasion on which 
The Accountant Annual Awards have been 
presented and I would extend to you all 
a very warm welcome. To you, My Lord 


et 





Mayor, may I express my thanks for your 
kindness in so readily agreeing to present 
the Awards this year and to make avail- 
able for the purpose this beautiful 
Egyptian Hall. 

‘As you are a member of the Stock 
Exchange, I do not have to emphasize 
the importance of good financial reporting 
which The Accountant Annual Awards 
scheme has endeavoured to encourage 
during a period of nearly 20 years. There 
is no doubt that the general standard of 
financial reporting has been greatly im- 
proved in recent years; this fact makes it 
more than ever difficult for our Panel to 
adjudicate — but you will hear more about 
this shortly from the Chairman of the 
Panel. 

‘There have been some changes during 
the year and when Mr Roy Borneman, 
Q.c., was elected Treasurer of Gray’s 
Inn — an honour on which I would offer 
him our congratulations even if a little 
late — he asked to relinquish the chairman- 
ship of the Panel, and I would like to 


Mr A. F. Down, O.B.E., M.C., T.D., C.A., a deputy chairman of The British Petroleum Co Ltd, 
receiving his company’s Award from the Lord Mayor. 


608 





THE 


ACCOUNTANT 


The Lord Mayor presents the Award for Macarthys Pharmaceuticals Ltd to Sir Hugh Linstead, 


O.B.E., LL.D., F.P.S., the company’s chairman. 


express my thanks to him for his work 
with the Panel over a number of years. 
He has a worthy successor in Mr Michael 
Wheeler, Q.c., who readily accepted my 
invitation to succeed him. 

Owing to pressure of work, Mr P. C. 
Barnett ceased to be a member of the 
Panel but was succeeded by Mr Peter 
Swan. I would, therefore, like to express 
my warm thanks to Mr Barnett for his 
service with the Panel over a period of 
several years. Mr T. A. Hamilton Baynes, 
Mr W. S. Risk, Mr W. G. Campbell, 
Mr J. A. Jackson, Mr Anthony Mallinson, 
Mr Trevor Macdonald, Mr Peter Baring, 
Mr Robert Knight and Mr Arthur Webb 
have all served a further year, as has 
Mr Peter Chapman, the Secretary, and 
I would thank them all for their efforts 
on our behalf which I am sure are well 
worth while. 

‘We are fortunate once again in having 
the wonderful support of the various 
professional bodies and on the platform 
we have Mr A. H. Walton, President of 
The Institute of Chartered Accountants 
in England and Wales; Mr Niall Crowley, 
President of The Institute of Chartered 
Accountants in Ireland; Mr Alan W. 
Nelson, President of The Association of 
Certified Accountants; Dr J. M. S. Risk, 
President of The Institute of Cost and 
Management Accountants, and Mr J. L. 
Salt, President of The Institute of 
Municipal Treasurers andeAceountants. 

‘Mr Alexander Mackenzie, President of 
the Scottish Institute, regrets his inability 
to be with us, but tha® Institute is well 


represented by Mr W. 5. Risk, a Vice- 
President, and Mr Patterson, the Imme- 
diate Past President. We are also glad to 
have Mr R. Van de Woestyne, President, 
Collége National des Experts Comptables 
de Belgique, and Mr S. W. G. Morton, 
a Vice-President of the Chartered 
Institute of Secretaries and Adminis- 
trators. 

‘There is now a greater awareness than 
ever before of the importance of the form 
and content of the accounts of public 
companies. This is very much the case 
so far as the professional bodies are 
concerned. I have always advocated that 





Mr A. H. Walton, F.C.A., President of The 
Institute of Chartered Accountants in England 
and Wales, with Mrs Walton. 
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the best practice should keep ahead of 
the law. The work carried out so far and 
that which is being undertaken by the 
Accounting Standards Steering Commit- 
tee is a notable example of this. 

‘A further pleasurable coincidence, My 
Lord Mayor, is the fact that your father 
was kind enough to present the Awards 
in this Hall when he was Lora Mayor 
in 1955. Of course, the scheme was in its 
infancy at that time. The report of the 
proceedings in 1955 in The Accountant 
records the fact that your father said “I 
think this is a great project and one that 
was long overdue. Professional men in 
the City, whose duty it is to advise clients 
with regard to investments, would like 
to see it extended to firms small as well 
as great, firms whose shares are unquoted 
as well as those whose shares are quoted.” 

‘Well, my Lord Mayor, I am afraid 
that we have not so far got as far as your 
father suggested but, of course, the 
number of accounts submitted for 
adjudication by our Panel by quoted 
companies has increased very much since 
that time, and the Panel has an onerous 
task which I am sure you will agree they 
carry out with considerable distinction. 
But there is no doubt that unquoted 
companies do take note of what our 
Panel does and I am sure that there has 
been some improvement in the form and 
content of the accounts of such com- 
panies in recent years. 

‘Yet a further coincidence arises this 
year which could not possibly have been 
foreseen and that is that we should choose 
today for the presentation of the Awards, 
being the very day on which The British 
Petroleum Co Ltd is holding its annual 
meeting. Because of this, the chairman 
of the company, Sir Eric Drake, cannot 
attend to receive the Award, but Mr A. F. 
Down, a deputy chairman, has been 
specially released from that important 
occasion and I would like to congratulate 
him on the company’s success. 

Sir Hugh Linstead, the chairman of 
Macarthys Pharmaceuticals Ltd, is with 
us to receive the Award on behalf of his 
company and to him also I would offer 
my congratulations. (Applause). 


PRESENTATION OF THE 
AWARDS 


Presenting the Awards, the Lord Mayor 
said: 

‘It gives me the very greatest pleasure 
to welcome you all to the Egyptian Hall 
in the Mansion House this morning. 
Situated as we are in the heart of the 
capital city that provides the capital it 
would be difficult, I think, to find a more 
appropriate place in which to present 
these Awards for the clearest and most 
informative annual reports and accounts 
for the past year. 
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“The report and accounts of any public 
company are by far the most important 
annual contact between the directors and 
the world at large. They are the ambassa- 
dors that drop through the letterboxes of 
the shareholder, wherever he may be, 
bringing news of hopes confirmed or 
hopes confounded. But they are much 
more than ambassadors; they are a 
flashlight photograph of a company 
frozen in a moment of time and they are 
many things to many people. Raw 
material to the analyst, security to the 
banker, a gauge to a competitor, the 
advertisement to a customer, a source of 
satisfaction to the chairman, of possibi- 
lities for the employee, of tax to the 
Chancellor or of hope to the investor, and 
of prestige to the company. 


Prodigious task 


‘IT must congratulate the Panel on their 
prodigious task of selecting the Award 
winners, and as one whose normal daily 
reading is accounts and balance sheets I 
must say that I am fascinated with the 
choice. I do also congratulate the well 
deserved Award winners. I am sure that 
they will be thrilled with this recognition, 
as I would be if only one of my companies 
would win! 

“Then I would like to congratulate 
The Accountant also on their initiative 
Together with the Quotations Depart- 
ment of the Stock Exchange, which lays 
down rules on full disclosure of informa- 
tion, this initiative raises the standard of 
information, and, equally important, 
makes atcounts more digestible to the 
average man. Disclosure of information, 
and in readable form, may well prove the 
most important single contribution this 
country makes to the European Economic 
Community in the field of the protection 
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of the investor and of the provision of an 
integrated long-term capital market. 

‘We in this country are well ahead of 
all the other nine in our efforts to present 
a “true and fair view” of a company’s 
affairs. Our standards should set a policy 
for new Europe. 

‘I hope therefore that The Accountant 
will consider widening the catchment 
area in the year after next to take in 
companies from all our new partners. 

‘Now, Mr Chairman, it is my 
great pleasure to present the Awards.’ 


(Applause). 


ACKNOWLEDGEMENTS OF 
PRESENTATIONS 


Acknowledging the presentation made to 
his company, Mr A. F. Down, 0.B.£., 
M.C., T.D., C.A., a deputy chairman of The 
British Petroleum Co Ltd, said: 

‘I must first, at the express request of 
BP’s chairman, Sir Eric Drake, convey 
his most sincere regrets that he is unable 
to be present this morning. As you have 
already mentioned, Mr Chairman, in 
about ten minutes time the annual general 
meeting of our company is due to begin 
in Britannic House, at which our 1971 
accounts will be considered. In these 
circumstances, Sir Eric has asked me, 
as a deputy chairman, to represent the 
board and the company and I, therefore, 
have been privileged to receive on their 
behalf the beautiful Award which you, my 
Lord Mayor, have so kindly presented 
to us. 

‘I would also wish on BP’s behalf to 
thank The Accountant for the gift of this 
Award, which has done so much to main- 
tain and enhance the standards of presen- 
tation of annual accounts in this country. 
I would also like to express appreciation 
to the Panel of Judges for the time they 


ae 


A happy group. From left: Mr Anthony Mallinson, a Panel member; Mr W. S. Risk, B.Com., C.A., 
F.C.M.A., J.Dip.M.A., a Vice-President of the Scottish Institute, and a Panel member; Mrs 
Mallinson; Mrs Wheeler and Mr Michael Wheeler, Q.C., Chairman of the Panel of Judges. 
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The Editor, Mr Arthur E. Webb, and Mr 
Percy F. Hughes greet Sir William Slimmings, 
GREG KA 


have devoted to judging the large number 
of entries. They are obviously a body of 
the utmost discernment and wisdom! 

‘Perhaps I may add that on personal 
grounds I feel among friends today, 
because I happen to be a member of 
The Institute of Chartered Accountants 
of Scotland, and I am sure that a gather- 
ing such as this does not lack its quota of 
Scottish accountants, either by birth or 
qualification. 

‘According to the American Fortune 
magazine’s listing of the largest companies 
in the world, BP rank in the roth position 
based on sales, or 11th based on assets. 
A very large proportion of the group’s 
trade is carried on outside the United 
Kingdom through over 200 subsidiaries, 
many of whom are large companies in 
themselves, and a substantial percentage 
of the group’s assets is located in many 
countries throughout the world. 


‘Skeleton’ accounts 


‘It was because of the size of all the 
financial figures that, when ten years ago 
we made a major revision of the layout of 
the accounts, we decided to express all our 
figures in millions. This enables us to 
simplify the presentation on each page, 
thereby hopefully making it clearer to 
those for whom accounts are a mystery. 
We were, in fact, the first major company 
in the world to do this, but not everyone 
was very happy about it, and we did 
receive a comment that we had presented 
‘skeleton’ accounts! 

‘Major chahges in a report and ac- 
counts require considerable planning. It 
was during 1969 that we took an oppor- 
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tunity to re-think the whole of the 
presentation of the report and accounts, 
seeking at that time the views of financial 
writers and investment analysts as well 
as those of appropriate people in the 
company as to the best way of presenting 
our figures, both to meet statutory re- 
quirements and to inform our stock- 
holders. One thing which became very 
clear was that it is impossible to satisfy 
everybody’s particular ideas, and in- 
evitably a degree of compromise is 
necessary as, otherwise, the document 
would be far too detailed. However, this 
review gave us the format that we used 
for the 1969 accounts which formed the 
basis, with certain additions, for those of 


1970. 


New York listing 


‘A further factor arose when BP stock 
was listed in early 1970 on the New York 
Stock Exchange, involving massive docu- 
mentation, and while this was primarily 
concerned with meeting the requirements 
of the United States Securities and 
Exchange Commission, it certainly had 
an effect on the presentation of our 
accounts. As a matter of interest, we 
now produce a separate document for 
American stockholders giving figures in 
dollars and barrels instead of sterling and 
tons, this being additional to the annual 
filing with the Commission in Washing- 
ton. 

“The preparation of each year’s annual 
report and accounts is a truly fascinating 
operation, and a pretty hectic affair. I can 
assure you that from the end of the year 
until a board meeting in the middle of 
March, an incredible amount of work is 
got through, assisted nowadays to a major 
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extent by the computer. During this time, 
those involved in the company and our 
auditors, Whinney Murray, are under 
very substantial pressure. 

‘Once the final day has come and our 
figures are announced to the London and 
New York Stock Exchanges and final 
touches are put to the report, pressure 
then shifts to our printers, the British 
Printing Corporation, but within a rela- 
tively few days we receive first copies of 
our British edition which runs to 250,000 
copies, and our United States edition 
which runs to some 50,000 copies. 

‘For all those who participate, in 
whatever degree, there is a great feeling 
of achievement in producing a document 
which we trust is clear and informative 
to all stockholders, and to all those in the 
City of London, New York and else- 
where, who study and comment on the 
group's affairs. 


Large team . 


“This has been very much a team affair, 
and because of the size and complexity 
of the accounts it is a very big team. In 
particular, however, I would like to pay 
tribute to and to congratulate our chief 
accountant, Mr Gilbert Ackroyd, and 
his assistant, Mr R. G. Edwards, who 
have borne the brunt and chief respon- 
sibility over the years for our annual 
reports and for our Award-winning 
report. I would be wrong not to mention 
also Mr Roger Williams, of Whinney 
Murray, for the part he has played in this 
effort. 

“The winning of the Award has given 
enormous satisfaction to all those in the 
team, and we are very grateful to The 
Accountant and are very happy to have 
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From left: Dr J. M. S. Risk, B.Com., C.A., F.C.M.A., J.Dip.M.A., President of The Institute of 
Cost and Management Accountants, and Mrs Risk ; Sir Hugh Linstead ; Mr J. L. Salt, F.1.M.T.A., 
President of The Institute of Municipal Treasurers and Accountants, and Mrs Salt; Mr S. W. G. 
Morton, F.C.I.S., a Vice-President of The Institute of Chartered Secretaries and Administrators. 
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joined the ranks of distinguished Award 
winners. 

‘Finally, my Lord Mayor, may I thank 
you most sincerely for the honour you 
have done us in making the presentation 


today.’ (Applause). 


Shared satisfaction 


On behalf of Macarthys Pharmaceuticals 
Ltd, Sir Hugh Linstead, opp, LL.D., 
F.P.S., chairman of the company, said: 

‘I gladly join with Mr Down in thank- 
ing all those responsible for the creation 
of these Awards, and naturally all those 
who are responsible for the Award this 
year to Macarthys. 

‘As Mr Down has said, in the case of 
Macarthys as in the case of BP, it has 
been a team effort in the production of 
our accounts and our report. Accounts 
do not leap fully armed in glorious techni- 
color out of the heads of chairmen. 
They are the products inevitably of 
weeks of discussion, preparation and 
planning, and in our own case our 
managing director, our finance director, 
our sales director, our chief accountant, 
our company secretary, our auditors, our 
printers — in fact the complete Romford 
personnel — share the responsibility and 
the satisfaction that this Award gives us. 

‘All of us would want to thank the 
judges and congratulate the company 
with which we enjoyed a photo-finish, 
and it is particularly happy for us, Mr 
Down, that the company should be BP 
because we in the pharmaceutical world 
still have to learn the lesson ‘that the 
letters BP do not necessarily mean British 
Pharmacopeeia, as we have been for a 
century under the impression. (Laughter). 

‘Our report itself, by some form of 
extra-sensory perception, was this year 
in a silver cover although we had no 
information from the judges that these 
delightful silver sconces were to come 
our way. 

‘It is entirely a domestic product. We 
did not bring in professional advice on 
the layout or about the method of pre- 
sentation, and this makes the Award all 
the more pleasing for us. 

‘Now, every chairman has deep within 
him, and against all the evidence, the 
belief that he has a message to tell, and 
it would be less than human if a chairman 
finding himself faced with this audience 
were not to feel that he had at least one 
or two generalizations to utter. 


Personal responsibility 


‘You and your Panel, Mr Chairman, 
have been dealing with the presentation 
of accounts, of ways of enabling share- 
holders properly to appreciate what the 
company has done in the past, and there 
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Mr A. F. Down, centre, displays the Award for The British Petroleum Co.Ltd, with, /eft to Ge Mr W. P. C. Grassick, B.Com., C.A., genera) 
manager, Finance and Accounts Department; Mr G. H. Ackroyd, F.C.A., chief accountant ;Mr R. G. Edwards, A.C.C.A., of Group Accounts and 
Trading Estimates, and Mr E. W. Hubbard, A.C.C.A., manager, Group Accounts. 


is perhaps a danger in that approach that 
one overlooks the immense element of 
personal responsibility which lies behind 
these accounts and indeed lies behind the 
activities of every company. However 
brilliantly they are presented and however 
informative, unless the directors and the 
accountants and the auditors have a 
great sense of personal responsibility, and 
— don’t let us run away from the word — 
integrity, then the shareholders are not 
necessarily being properly served. 


Assessing efficiency 


‘IT think the element of personal 
responsibility was formidably brought 
home to me many years ago when I was 
serving on a committee of the House of 
Commons dealing with the nationalized 
industries, and we were given the brief 
of advising the House of Commons how 
best they could determine whether the 
nationalized industries were being run 
properly, and we turned, not unnaturally, 
to private industry, and we had the chair- 
man of an enormous industrial organiza- 
tion in front of us, and our chairman said 
to him: “I wonder if you could tell us 
how you judge whether your organization 
is or is not profitable?” And his reply was: 

“I cannot. I operate most of the time in a 
fog, half the time I guess. If I guess right 
more often than I guess wrong my share- 
holders regard me as a genius and my 
colleagues are prepared to put up with 
me.” And it was on that advice that we 
gave our incriminating report to the 
faithful Commons. 

‘It is, of course, a very personal matter, 


the direction of companies. If I might 
offer a suggestion to you with great diff- 
dence, Mr Chairman, you have done 
magnificent work for the shareholders, 
for the accountancy world in relation 
to the past. Guidance is still needed in 
relation to the future. 

‘Those of you who are members of 
boards of directors know what a chilly 
silence falls over the board when the 
chairman says “Now, what shall we put 
in the report about prospects?” And the 
result is that we tend to use some clumsy 
way of generally satisfying the share- 
holder, but alas giving all too little infor- 
mation, and I have here the sort of phrase 





President 
of The Association of Certified Accountants, 
and Mrs Nelson. 


Mr Alan W: Nelson, F.C.C.A., ETLL 


which alas I could commend to any 
chairman of any company who under 
present conditions wishes to conclude 
his report. The sort of thing we take 
refuge in is this: “Given a continuance of 
existing favourable tendencies and in the 
absence of discriminatory legislative in- 
novations, your directors face the imme- 
diate future with confidence.” (Laughter.) 

‘That, I feel, is not quite good enough 
and we must have further guidance about 
the way in which we can take our share- 
shareholders into partnership in relation 
to their future. Indeed, I would like to 
propose the creation of an Accountant 
Award for the chairman who has the 
courage to end his annual report with 
some triumphant monosyllables such as 
these: “Next year with luck we will get 
a bit more.” (Laughter). 

‘Mr Chairman, my Lord Mayor, and 
members of the Panel of Judges, on behalf 
of Macarthys I thank you most warmly 
for the honour you have done us and you, 
in particular, Lord Mayor, and the Lady 
Mayoress, for allowing us to celebrate 
this Award in this lovely room in your 


own home’. (Applause). 


PANEL CHAIRMAN’S 
COMMENTS 
Mr Michael Wheeler, Q.c., 
of the Panel of Judges, said: 
‘It is the custom on these occasions for 
the Chairman of the Panel of Judges to 
say something about the activities of the 
Panel during fhe year, and I propose to 
follow in my predecessor’s footsteps and 
not give detailed chapter and verse — and 
kl 


Chairman 


612 


for this reason: it is, we think, essential 
that we should as far as possible avoid 
fixed and rigid pre-conceived rules as to 
what must be and ought to be in a good 
set of accounts. 

‘If you look at the composition of the 
Panel you will see that we are made up 
of men from different walks of life who 
may well be expected to look at accounts 
from different viewpoints. We have 
accountants, lawyers, merchant bankers, 
stockbrokers, and so on, and not every- 
body is looking for the same thing, and 
not everyone on the Panel is able to 
propose a particular set of accounts for 
the reason which strikes necessarily all 
his colleagues as the most important 
thing; but we do try withm reason to 
avoid pre-conceived ideas. What then is 
it about the accounts themselves? 


Clear story 


‘Well, first and foremost the accounts 
must comply with the law, but what we 
are really out to find and to encourage 
is the set of accounts which tells a clear 
and lucid story with the minimum of 
mumbo-jumbo and the maximum con- 
sideration for the reader, and during the 
speeches today you will have realized, 
if you did not realize it before, what a 
tremendous amount of team work goes 
into the preparation of a good set of 
accounts. 

‘Of course, some stories are relatively 
simple to tell; others are far more com- 
plex. BP, for example, have an enor- 
mously complex story to tell, and one 
of the things which struck us most is 
how admirably they tell it, and we liked 
in particular the opening page of their 
report where, in simple easy-to-read 
terms, they told us what BP does. If 
every company could put inside page one 
a simple explanation of the major activi- 
ties of the company or group, then the 
reader would get a far better start than 
he often does at present. 


Concise summary 


‘The sort of thing we do attach import- 
ance to is a clear and concise summary 
for somebody who may just not have the 
time to study the accounts in detail, and 
that, we feel, ought to appear early on. 
There must, of course, be detail for the 
analyst, and we are, I think, getting 
progressively better responses from com- 
panies in this way, particularly in such 
matters as earnings per share and that 
sort of information. 

‘There are, of course, a wide variety 
of minor points. We are often asked if we 
are attracted by glossy paper and photo- 
graphs. The test we apply is, do the 
glossy paper and photographs add to or 
detract from the lucidjty of the reading 
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matter? We have no fixed or firm rule 
about this. 

This year there was a larger entry than 
ever, and my colleagues on the Panel, 
who have had much more experience 
than I have, say that the standard, 
certainly the standard of the best, is 
higher than ever before; but life at the 
top is very tough, and when it comes to 
the question of choosing the finalists 
from the final batch, when they have been 
reduced to a handful, then, of course, I 
think there are inevitably some personal 
preferences that creep in on relatively 
minor matters. 

‘There is, of course, room for improve- 
ment in the reports entered for the 
Awards. On the technical side there is the 
thorny problem of stock and work in 
progress — a terribly difficult point which 
goes to the heart of the calculation of 
profit—and there is obviously room 
there for further thought about principles. 
Depreciation, too, particularly the prin- 
ciples on which-that is calculated and 
possibly some statement in the accounts 
a little fuller than is sometimes given as to 
the basis used. 


Overall control 


‘On the non-technical side, I think 
there are two general criticisms — one, 
that too many companies start off by 
assuming that the reader knows all about 
the company, and, secondly, there is a 
good deal of room for improvement in 
overall editorial control. Far too often 
accounts give the impression of being 
products of various departments which 
somebody without very much overall say 
has put together, and you get duplication, 
and sometimes triplication. 

‘I do want to say just one last word, 


T 


Mr Trevor W. Macdonald, C.A., a member of 
the Panel of Judges, and Mrs Macdonald. 
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and that is about the future, because you, 
My Lord Mayor, mentioned the Euro- 
pean Common Market, and I suppose 
it is now more and more certain that at 
this time next year Britain will be in the 
Common Market. 

‘It is manifest that the standards of 
presentation, the requirements of presen- 
tation and the clarity of presentation 
generally in this country are very 
considerably in advance of many of the 
Common Market countries. There is, 
however, at the moment an EEC proposal 
— called the ‘Fourth Directive on Ac- 
countancy’ — published earlier this year 
which seeks to bring about improvement 
in Continental practice. It is thus good 
to see that the Common Market countries 
do lay great stress on a true and fair view 
and on consistent accounting principles. 


An opportunity 


‘So here is an opportunity, which, I 
know has been taken up by the various 
accountancy bodies, and maybe The 
Accountant Awards and the activities of 
this Panel can help to stimulate, as they 
have in the past, the British advance in its 
attitude to accounts. Then, I believe, it 
will make it easier for us to convince our 
European colleagues or partners that there 
is more to be said for coming up to what 
we have achieved. There is a challenge 
here, and speaking for the Panel, if we 
can play a small part in it we shall feel 
very well satisfied.’ 


WELCOME TO THE GUESTS 


Extending a welcome to the many 
distinguished guests representing the 
professions, business and industry, the 
City and the public service, the Editor of 
The Accountant, Mr Arthur E. Webb, 
looked forward to British entry to the 
European Common Market. 

‘This time next year’, he said, ‘in all 
likelihood our EEC membership will be a 
fact, and we should like to think that 
British standards of company reporting 
will make a worth while contribution to 
the commercial life of the enlarged 
Community.’ 

‘Indeed it would be wholly in keeping 
with the spirit of the Treaty of Rome if 
we were able to extend the Awards to 
EEC companies — though time alone, of 
course, will show whether this is possible.’ 

Mr Webb extended a special word of 
welcome to the ladies who were present in 
such goodly number, and said he had 
noted with interest the announcement 
that women were to be admitted to mem- 
bership of the Stock Exchange, although 
he imagined it might be some time before 
they appeared in such force — or so 
charmingly attired — on the floor of the 
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Mr A. L. Slow, F.C.C.A., finance director of Macarthys Pharmaceuticals, /eft, hoiding his company’s Award with Mr Alan Bland, A.C.I.S., secretary 


of the company, with /eft to right, Mr John Morl, M.P.S., Mr Maurice Hart? F.C.A., auditor to the company, Mrs Janet Peck, Sir Hugh Linstead, 
Mr Alan R. Ritchie, B.Pharm., A.R.1.C., F.P.S., director, and Mr Derek Banks, F.C.A., chief accountant. 


N 
"SEET ` 


Mr Niall Crowley, F.C.A., President of the Irish Institute, /eft, with Mr M. F. Stonefrost, F.1.M.T.A., D.P.A., Secretary of The Institute of 
Mr R. Van de Woestyne, President, Collége National des Experts Municipal Treasurers and Accountants, is received by Mr Percy F. 
Comptables de Belgique, and Mrs Van de Woestyne. Hughes and Mr Arthur E. Webb. 


Two members of the Panel of Judges, Mr P. H. Swan, D.S.O., D.F.C., © Mr Arthur E. Webb welcomes Sir Hugh Lénstead, chairman of Mac- 
left, and Mr Peter Baring. arthys Pharmaceuticals. 
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How American Accountants 


Use Computers 


by JOHN EMERY 


Vice-President, Accounting Corporation of America 


URING a recent visit to England, I met a number of 

practising accountants and was surprised at the close 
similarity between them and American accountants. ‘The 
same applied whether the accountant was a small sole 
practitioner or a member of what we call the ‘Big Eight’. 

One difference that I did notice, however, was in the use 
of computers. In England, computer services seem to be 
used essentially for dealing with ‘incomplete records’ 
accounts, whereas in the States we not only use them 
to help with the accounting problems in the office, but also 
to extend the range of services that a practising accountant 
can offer clients. 

American accountants are concerned with a number of 
problems which I feel sure affect the English accountant 
in exactly the same way: 

(1) Preparation of accounts quickly and accurately. 

(2) Ready availability of audit and tax information. 

(3) Control of increasing wage and overhead costs. 

(4) Improvement of cash fiow. 

(5) Provision of better and wider services to clients. 

(6) Making of a greater real profit each year. 

Some English accountants I have spoken to are of the 
opinion that regular accounts are of no value to a client 
because ‘the boss knows how well he is doing’. I think this 
might have been true two or three years ago, but currently, 
with inflation in Britain causing costs to rise at about 
10 per cent each year, the businessman who does not have 
control of his costs and prices could be out of business 
rapidly. Furthermore, once the owner of a business dele- 
gates part of the management to someone else, he loses 
control unless he has reliable information about the per- 
formance of that manager. 


Easing the work load 


How much extra work is involved in preparing monthly or 
quarterly accounts? Accountants using services of my cor- 
poration often find that the reverse is the case, and there 
is, in fact, a saving in work load. 

Consider the amount of work that is involved in preparing 
an annual set of accounts, and then compare that with the 
preparation of accounts on a quarterly or monthly basis by 
the computer. On a manual basis, one has first to put origi- 
nal data into books of prime entry (day-books, cash-books, 
petty cash-books), then that data has to be posted to 
ledgers (sales, purchase, nominal) which have to be 
balanced and controlled. The balances have then to be 
extracted to a trial balance, merged with ‘accruals and 
reserves to produce a final trial balance. From ‘this, draft 
accounts are prepared and then typed for presentation to 
the client. š 


If you study work flow in your own offices, you may well 
find that if the posting of the original data to books of 
prime entry takes ten hours, the tasks of posting, balancing 
and drafting might take 20 to 30 hours. 

To prepare quarterly accounts manually, therefore, 
would take the same base of ten hours for preparing the 
original data, and the time taken on the other tasks (in a 
year) might range between 60 and 120 hours. 

This is where the accountant using a computer has an 
advantage. He is only concerned with preparing the basic 
records (i.e., sheets of prime entry, rather than books of 
prime entry). Thereafter the computer posts to the ledger, 
extracts a trial balance, up-dates and prints a set of accounts 
(with ratios), provides schedules of information (fixed 
assets, debtors and creditors, repairs and renewals, travel- 
ling expenses, etc.) as required, and a six-column trial 
balance for adjustments. 


Time saving 


The time and cost saving in the above example could 
therefere be at least 20 hours in the case of an annual 
account, whilst it could be at least 60 hours in the case of a 
quarterly account, and more in the case of a.monthly 
account. 

Two questions have arisen on my visit to England: 

(1) Does the accountant lose the ability to refer from accounts 

figures to original documents (‘audit trail’)? 

(2) If one prepares monthly or quarterly accounts, will there 

not be a hold up in the typing pool? 

Audit trail is, in fact, one of the aspects of our service 
of which we are most proud. In America, our Internal 
Revenue Service has a nasty habit of checking out com- 
panies at regular intervals (I believe your Customs people 
will be doing the same for value added tax). ‘To stop them 
being troublesome, their officers must have information 
readily available. 

Our audit trail, therefore, enables the accountant, or his 
client, to refer back to the general ledger print-out and see 
exactly how each figure in the accounts is established, 
because the ledger detail includes not only the individual 
amount, but also provides an alphabetic description of each 
transaction (vendor, payee, etc.). In addition it provides 
cross-referencing of each transaction back to the original 
record, 


Client Presentation 


On the question of presentation to clients, it is of note that 
one of the largest international practices uses our Boston 
computer almost as a typing facility. They input trial bal- 
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ance data each month from which we process monthly 
accounts with comparatives. Up to 20 copies are provided. 
By using our computer, this practice avoids the use of audit 
staff to extract draft accounts, and avoids hold-ups in its 
typing pool. 

Since we set up, we have always been aware that ac- 
countants want to reduce the amount of staff not only in the 
accounting function, but also in the typing function. We 
have therefore sought to provide a format of accounts that 
is sufficiently attractive to be presented directly to the 
client by the accountant, and at the same time can be modi- 
fied to meet the client’s changing needs. 
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Compactness of informaticn is just as important as 
providing all the information and over the years we have 
developed the techniques of using schedules. 

Tangible benefits accrue to the computer-using account- 
ant in (a) fees and profits; (b) cash flow; (e) leisure time 
and client development. 

We recently carried out a survey of accountant-users to 
see what impact the use of computers had on thé financial 
side of their practice. On average, they reflected a doubling 
of fee income over a three-year period. The effect on profit- 
ability was more pronounced since the fees were earned 
within their existing wage and overhead structure. 


Taxation of Non-resident 


Companies 


by LAWRENCE OSBORNE, A.T.LI. 


International trade and the commercial links between entities operating in areas of different 
fiscal structure have for many years presented the practitioner with tax problems of 
considerable complexity, mitigated only to a limited extent by the numerous double 

taxation agreements now in existence. It seems appropriate, at a time when UK accession 
to the European community appears inevitable, to examine the incidence of UK taxation 
on non-resident persons and other entities trading in or with the United Kingdom. 


p ooon speaking, a person resident in the UK is 
assessable to tax in this country in respect of all income 
wherever it may arise, whilst all income ‘arising’ in the 
UK is assessable here even though beneficially devolving 
upon a non-resident, who is then chargeable under section 
78 of the Taxes Management Act 1970 ‘in the like manner 
and to the like amount as such non-resident person would 
be assessed and charged if he were resident in the United 
Kingdom’. 

The assessment and collection of tax on investment and 
property income arising to non-residents in this country 
does not often give rise to dispute or litigation on the same 
scale as where trading profits are involved. 

Profits of a trade carried on in this country by a non- 
resident are of course assessable to UK taxation but, as 
Lord Herschell pointed out in Grainger & Son v. Gough 
([x896] AC 325; 3 TC 462) ‘there is a broad distinction 
between trading with a country and carrying on a trade 


within a country. Many merchants and manufacturers. 


export their goods to all parts of the world and yet I do 
not suppose anyone would dream of saying that they 
exercise or carry on their trade in every country in which 
their goods find customers.’ 

Whether a non-resident is carrying on a trade within this 
country is a question of fact and various considerations 
were brought into account by the Courts in the attempt 
to establish criteria determining the residence of a trade. 
The prevalent view, as expressed in the numerous decisions 
on this subject, appears to be that the trade is carried on 
in the country where contracts for the sale of goods are 
made, although this is not necessarily the main or the most 


important factor in deciding whether or not trading 
activities of a foreign company should be assessed in the 
UK. Current legislation provides little enlightenment on 
this subject. 


Non-resident companies 


Section 246 of the Income and Corporation Taxes Act 
1970 states that ‘a company not resident in the UK shall 
not be within charge to corporation tax unless it carries on a 
trade in the UK through a branch or agency but if it does 
so, it shall be chargeable to corporation tax on all its 
chargeable profits wherever arising’; and “for purposes of 
corporation tax the chargeable profits of a company not 
resident in the UK but carrving on a trade through a 
branch or agency shall be (a) any trading income arising 
directly or indirectly through or from the branch or agency 
and any income from property or rights used by or for the 
branch or agency’ and any chargeable gains on assets of 
the branch or agency situated in the UK. 

Thus, in order to ascertain whether a non-resident 
company is liable to corporation tax in the UK, it is neces- 
sary to determine in the first place whether it is carrying 
on a trade in this country and secondly whether it does so 
through a branch or agency. 

The definition in section 526 (5) of the Taxes Act pro- 
vides that ‘trade includes every trade, manufacture, 
adventure or concern in the nature of trade’ whilst branch 
or agency is defined in section 527 (1) as meaning ‘any 
factorship, agency, receivership, branch or management’. 

It will be appreciated that the tesms of reference of the 
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above-mentioned ‘section are sufficiently wide in scope 
' ' to embrace almost any form of representation or arrange- 
ment capable of practical commercial application. It is 
not necessary for the ove-seas company to maintain a 
branch office-in this country, to employ staff or to have a 
permanent place of business in order to be held as trading 


in the UK. The appointment of a UK agent or factor to- 


sell goods here or to obtain orders on its behalf may well 

fulfil the requirements of section 527, and thus render the 
~ company liable to be taxed as carrying on a trade in this 
country. ` 


In Pommery & Greno v Apthorpe (1886) 2 TC 182) 


and in Werle & Co v. Colquaoun ((r 888) 2 TC 402), French 


wine merchant companies who had appointed agents in this 
country to obtain orders for their produce were held to 
be trading in the UK although the wine was in most cases 
shipped (in pursuance of orders received) from France 
directly to the UK buyers znd — in the last-mentioned case 
at least — payments were effected by the customers directly 
to the French suppliers in France, no bank accounts being 
maintained by the suppliers in the UK. 

In the course of his judgment in Pommery © Greno, 
‘Denman, J, said: 

‘It appears to me that if the appellants here choose to 
keep such an establishment as that which is stated here, 
working thrcugh an agent in England who obtains orders in 
England and who causes goods to come over to England to 
English customers, and through whose hands the moneys 
pass and through whom all such arrangements as there 
stated in this case are made, that is carrying on a trade in 
England.’ 


‘A similar view was taken by the Courts in Wilcock v. 
Pinto (3 ATC 585; 9 TC 111), where an Egyptian cotton 
merchant who had appointed an agent in England to 
procure orders for his cotton was held to be trading in the 
UK. 

In Maclaine & Co v. Eccott (s ATC 237; 10 TC 481), a 
London firm of commission agents represented a firm of 
general merchants in Java, whose produce, mainly sugar, 
they sold in this country. The Courts held that as the 
acceptance of the offers wes communicated to the offeror 
in this country by the UK agent of. the foreign principal, 
the contracts were made in this country and the foreign 
principal was therefore cazrying on a trade here. In the 
course of his judgment, the. Lord Chancellor, Viscount 
Cave, stated: | 

‘The question whether a trade is exercised in the United 

Kingdom is a question of fact and it is undesirable to attempt 

to lay down any exhaustiv test of what constitutes such an 

exercise of trade; but I think it must now be taken as estab- 
lished that in the case of a merchant’s business, the primary 
object of which is to sell goods at a profit, the trade is (speak- 


” 


-ing generally) exercised or carried on at the place where the 


contracts are made.’ 


Double taxation agreements 
Some double tax agreements provide that the industrial or 


commercial profits of an enterprise carried on in one 


territory by the resident,of the other shall be taxable only 
in that other territory when the business is carried on 
‘through a permanent estzblishment’. When representing 
-a non-resident, the practitioner will, of course, ascertain 


ay 
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at the cutset whether the country of his client’s residence 
has a Couble tax treaty with the UK and whether such a 
treaty contains a ‘permanent establishment clause’. 

The definition of “permanent establishment’ is of import- 
ance, < a situation can arise where business premises 


other than those maintained by the non-resident trader 


himself such as the office of a UK agent or factor, can at 
times £t the specification laid down in the treaty, thus 
rendermg the overseas trader liable to UK tax on the 


. profits relating to the business transacted in the UK. 


Conversely — and this applies in particular where there’ 
is no double taxation agreement with the country of 
residence of the non-resident, or where the agreement does 
not contain the permanent establishment clause — it is 
possibl: to envisage’ a situation where the maintenance 
in the UK of a permanent office and staff by a non-resident 
compary does not constitute the carrying on of a trade or 
business ‘within’ the UK. . 
Thu in Greenwood v. F. L. Smidth & Co (1 ATC gs; 

8 TC 193) a Danish cement manufacturer who maintained 
a permanent office and staff in London was held not 
to be trading in the UK on the grounds that all contracts 
in respect of the business done in this country were in 
fact ex: cuted in Copenhagen. This decision was confirmed 
by the Court of Appeal where, in the course of his judgment 
Lord J.stice Atkin so summarized the position: 

“Tae contracts in this case were made abroad, but I am not 
prepered to hold that this test is decisive. I can imagine cases 
wher= the contract for sale is made abroad and yet the 
mantfacture of the goods, some negotiation of the terms and 
complete execution of the contract take place here under such 

' circumstances that the trade was in truth exercised here. I 
think that the question is, where do the operations take place 
from which the profits in substance arise? I 

“I's my mind there is no evidence in the present case o 

any cther place than Denmark.’ 


Control by non-resident 


Sectior 485 of the Taxes Act provides that ‘where any 
propery is sold and (a) the buyer is a body of persons over 
whom -he seller has control or the seller is a body of persons 
over wnom the buyer has control or both the seller and the 
buyer ire under the control of some other person’and (b) 
the prcperty is sold either at less than the price that could 
be obtained at arm’s length or at more than the arm’s 
length price, then the Board of Inland Revenue may 
direct that the open market value should be substituted 
for the price when computing the profit or loss arising on 
such = transaction.’ This section, specifically excluded ` 


. where the benefit of the artificial price adjustment falls 


upon : UK resident assessable to tax in this country in 
respec” of his trading profits, is designed to counter a 
situatien where profits are diverted from this country 
by cha-ging prices above market value to the UK subsidiary 
of a non-resident company.or making such a subsidiary 


‘sell to 1 non-resident at prices lower than could be obtained 


at arm: s length. i 

It will be appreciated that the Board's ‘direction’ issued 
retrospectively over a number of years can have a serious 
effect n what is in the commercial sense a by no means 
infrequent inter-group arrangement. It is important to ` 
note, Lowever, that section 485 is not the only means by 
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which such an arrangement could be brought within 
charge to UK taxation. 

In the case of Firestone Tyre & Rubber Co Ltd `v. 
Llewelyn (36 ATC 17; 37 TC 111), a wholly owned 
subsidiary of an American company carried on business 
in the: UK, manufacturing and selling Firestone tyres. 
Under a master agreement with the American parent 
(‘Akron’), the British company (‘Brentford’) was required to 
fulfil the orders for tyres, obtained by the American 
company in Europe and elsewhere. The same agreement 
provided that the UK company would retain only the cost 
of making the tyres plus 5 per cent, the balance of the 
proceeds of sale being credited to the “American company. 

The Inland Revenue assessed the UK company as 
agent for the American parent on the profits arising to the 
latter from the business carried on by the UK subsidiary. 
It was contended on behalf.of the appellants that no 
business was carried on in the UK as the sales agreements 
between the American parent and the European (in this 
case Swedish) distributors was made outside this country, 
or alternatively that the contracts of sale arose through 
orders arising in Sweden. The Special Commissioners 
held that a trade was carried on in the UK by the American 
company and confirmed the assessment. Their view was 
upheld by the Court of Appeal and later by the House of 


Lords. In the course of his judgment, Lord Radcliffe stated : 


‘It is I think the major fallacy of the appellants’ argument 
that it seeks to determine the locality of this trading by the 
locality which the law would attribute to the master agree- 
ment between Akron and that distributor. The sales to look 
at for that purpose were the dealings which took place in 
the course of trade between Brentford and the Swedish 
distfibutor and those dealings’ consisted of invitations to 
trade received by Brentford in England, the manufacture or 
appropriation of stock in England in response to those in- 
vitations, the delivery of stock free alongside vessel in England 
in discharge of the order and the receipt of the payment in a 
Bank in England. These operations constituted the exercising 
of a trade in England. The Special Commissioners thought 
that it was Akron’s trade not Brentford’s and I do not see 


why we should disagree with them. The Special Commis- 


sioners were fully entitled to their conclusion that Akron was 


trading in the United Kingdom during the years of assess-. 


ment and that Brentford had constituted themselves their 
regular agents for the purpose of this trade.’ 


The principles in accordance with which the above 
decision was made were wider and more far reaching than 
the scope of section 48s, it is suggested, however, that 


under the present-day statutes and precedents, assessments ` 


of this: nature could well be raised to bring within charge 
of UK taxation overseas manufacturing and merchant 
companies represented in this country by wholly owned 
subsidiaries. The effect of such an assessment would, of 
course, be particularly felt in the case of companies resident 
in countries with whom no double tax treaties are in 
existence or in which a low rate of taxation applies. 


Enforcement of assessments 


It will be appreciated, of course, that an assessment on a 


non-resident will be of little effect and the chances of 
collection slender, unless there is someone in this country 
on whom such an assessment- can be made and upon whom 
the tax liability can be levied. : 
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In practice, assessments on a non-resident will of neces- 
sity be made on his agent in this country. As mentioned 
at the outset, a non-resident is chargeable under sections 
79 and 84 of the Taxes Management Act in the name of 
such factor or agent as may be representing him in this 
country, irrespective of whether such a person is the 
recipient of any part of such profits. 

Thus in Scales v. Atalanta Steamship Company of 
Copenhagen (4 ATC 347; 9 TC 586) an English company 
which collected insurance money as agent for a Danish 
company and placed Con deposit with a bank in London 
was held to be assessable in respect of deposit interest 
arising in this country to the Danish principal. In Weiss, 


- Biheller & Brooks v. Farmer (2 ATC 69; 8 TC 381) an 


English company was held to be assessable as agent of a 
Dutch manufacturer for whose products it held a sole 
agency in this country, under an agreement which provided 
for a profit-sharing arrangement. 

On the other hand the liability of the UK agent is 
restricted by section 82 of the same Act, which provides 
that an agent is not assessable in respect of profits of his 
non-resident principal, unless he is an authorized person 
carrying on a regular agency business on behalf of his 


` principal. Even if he does act regularly for a non-resident 


he is not assessable in this respect if he is carrying on bona 
fide the business of general commission agent in the UK 
and is remunerated in respect of the business transacted 
‘at a rate not less than that customary in the class of 
business in question’. 

However, as Mr Justice Megarry pointed out in F EN 
v. The London Produce Co Ltd (47 ATC 113; 44 TC 582), 
the above-named section was intended for the protection 
of genuine transactions of brokerage type and should not 
enable a non-resident to escape UK taxation where he 
carries on a trade in this country through the medium of an 
agent who is virtually a sole agent. In the London Produce 
case, the exemption conferred by section 82 was held not 
to apply to UK agents despite the fact that in the period 
under consideration they represented up to so principals 
at any one time, on the grounds that a major part of the 
agent’s business was derived from one New Zealand 
principal, 


- Conclusion 


A major part of case law on this subject consists-of decisions 
based on legislation enacted prior to the passing of the 
consolidation Acts of 1952 and 1970, and at a time when 
most double taxation agreements now in operation had 
not yet come into existence. 

It should not, however, be assumed that this aspect of 
case law is now obsolete. Corporation tax and capital gains 
tax legislation apart, a major proportion of the current 
fiscal statutes consists of re-enactments, in substance at 
least, of provisions dating back to the turn of the century 
so that a substantial part of judicial decisions on this 
subject remain valid in principle today. 

Practitioners representing overseas clients who may be 


_trading in this country, or UK subsidiaries of non-resident 


companies, will be well advised to familiarize themselves 
with the numerous cases which sfipplement and interpret 
the rather scanty and often ambiguous legislative enact- 


ments. š 
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The Revolution in British Management - 
Education 


by MILDRED WHEATCROFT. 
Pitman, {1-80. 


Mrs Wheatcroft has performed a useful service in bringing 
together a comprehensive acccunt of the development of man- 
agement education in the 19603. As she says - the changes have 
been so extensive that they amount to a revolution — certainly in 
our attitude to the need for educated managers if not, as yet, 
to a revolution in the attitudes and practices of managers in 
industry, commerce and government. 

-~ Mrs -Wheatcroft is optimistic, however, if she really believes 
that ‘the best jobs in industry are now open to the best men, 
regardless of birth or family connections and they go to those 
who are best qualified .. .’ (page 18), but we know what she 
- means: that is the direction in which things are going. 

The book brings together a great deal of factual information 
on the revolution in official, industrial and educational attitudes 
towards management education, and delineates the underlying 
causes such as changing techiology, the economic and social 
climate, and managerial techniques. 


She summarizes the standard works on the numbers and: 


characteristics of managers and then goes on to look at the 
possible objectives for management education, leading to a 
useful survey of the main types of management courses. 

The book discusses the famliar problems of the method and 
content of management education and development programmes 
and reviews the history from before 1914 up to 1970. This 
covers both the public and private sectors and includes the 
Mallaby and Fulton Reports. The Industrial Training Board’s 
structure is also reviewed. The final chapters discuss the 
attempts to develop a coherent policy for management education 
and to delineate the future. As the author says — evaluation is 
necessary, continually, in relation to each particular course 
and type of training or educaticn — and there is a need to develop 
more coherent work in this area. 

Some parts of the book seem to be stuck in with little relation 
to other parts and if the style is not very exciting, at least the 


information is sound. Moreover, it is brought together in a way: 


which no one else has so far essayed. The book is recommended 
for those who would like to gez a clearer general picture of the 
management education scene. 


Managerial Finance 

by EUGENE M. LERNER. 

Harcourt Brace Jovanovich, {£1:-40. 

In the past, the duties and responsibilities of a financial manager 
were considered to consist of a number of specific and unrelated 
. tasks. The position has changed, and his job now centres on 
the design and control of systems. The common theme of all 
chapters in this book is that th= firm is a system and the ability 
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to influence and control the corporate system is a requirement 
of a successful financial manager. 

The tools employed in this task include ratios, linear pro- 
gramming and model building, though the emphasis is less on 
particular models than on the thought processes that give rise 
to them. 

In his preface, gracefully written, Mr Lerner states that his 
book is designed for a first course in finance. It would be a 
very thorough first course, and one which the novice might 
find somewhat forbidding. It begins with a section on the 
development and interpretation of financial statements and 
continues with the selection and use of ratios and short- and 
long-term financial planning. Later chapters are concerned with 
the cost of capital and associated constraints. Chapters end with 


_questions and bibliographies, thus making the book useful for 


class work. All in all, the book should be of interest to any 
student and manager prepared to make the necessary effort. 


Income, Spending and the Price Level 
by A. G. Forp. 

Private & Public Finance 

by G. H. PETERS. 

Britain and the World Economy 1919-70 
by L. J. WILLIAMS. 

An Introduction to Economic Behaviour 
by C. D. HARBURY. 


Fontana Paperbacks, 75p, 6op, sop and 6op, respectively. 


These are the first four volumes in the new Foatana Introduc- 
tion to Modern Economics and they must be given an un- 
reserved welcome. They are intended to serve as introductory 
courses to ‘A’ level and first-year university courses, as well as 
meeting the needs of most professional bodies’ examinations. 

The volume by Professor Harbury is well designed to this 
level, as is that by Mr L. J. ‘Williams. The study by Professor 
Ford is distinctly more demanding of the student reader, 
while that of Professor Peters is very wide-ranging in its 
coverage. 

These volumes are well designed for the market for which . 
they are intended and any student who is concerned to under- 
stand economics would be well advised to browse through them. 


RECENT PUBLICATIONS 


FINNEY & MILLER’S PRINCIPLES OF ACCOUNTING, ADVANCED, 
sixth edition by J. A. Gentry, jun., and G. L. Johnson. xi+578 
pp. 94 X7. Prentice Hall, £7-50. 

TALBOT ON CORPORATION Tax, third cumulative supplement 
edited by R. M. Bramwell, LL.M.(LOND.). 9X6. Sweet & 
Maxwell, £ r:2o. 

BUTTERWORTHS ESTATE Duty STATUTES, second edition, edited 
by G. D.. Hewson, LL.B.(LONDON). xi+223 pp. 10x 64. 
Butterworth, paperback {2-50. 

MANAGEMENT OF COMPANY FINANCE, by J. M. Samuels and 
F. M. Wilkes. xiti+518 pp. 93 x 64. Nelson, £495. 

LAW ON REDUNDANCY PAYMENTS, by W. A. J. Farndale and A. J. 
Cooper. 83 x 54. 112 pp. Ravenswood Publications, paperback, 
£450. 

LAWTONS TAx PLANNING, fifth edition by Philip Lawton. xvi + 150 
pp. 84x 54. Oyez Publications, paperback £ r5. 

INTERNATIONAL TRADE AND PAYMENTS, by Maurice W. Jones, 
B.COM.(HONS,). iv-+- so pp. 84x54. Pitman, paperback, sop. 

INVESTMENT ANALYSIS, by Denis Weaver. x+ roo pp. 9X6. 
Longman, £495. 

CHARLESWORTH ON NEGLIGENCE, fifth edition, by R. A. Percy, 
M.A. cli+802 pp. ro X 6. Sweet & Maxwell, Zoeo 


These books may be obtained from, or through, Gee & Co (Publishers) 
Ltd, The City Library, rer Strand, London WC2R JJ. 
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Insured Values 


for Household Effects 


EC a long time, it has been possible to insure industrial 
plant, machinery and equipment on a reinstatement 
basis. Insurers have been ready enough to admit that the 
reinstatement basis of insurance represents a violation of 
the principles of classic indemnity, except in relation to 
saleable property in new condition. In practice, however, 
with insurers agreeing to replace with new plant after an 
insured loss, the extent to which profit can be made by an 
insured is limited to capital appreciation in value between 
indemnity value and reinstatement value. 

This is because an insured is left with a physical asset 
comparable to the one which existed before the fire or 
other damage. Generally, prudent underwriting on the 
` part of insurers, and the six special provisions of the 
reinstatement memorandum, are reasonably satisfactory 
checks on abuse. 

This type of cover can have advantages to both insurer and 
insured. In the first place, it avoids disputes over true 
indemnity, and an insured knows exactly where he stands. 
Secondly, if an insurer also provides protection for con- 
sequential loss, it ensures that there is an adequate fund 
of money available to reinstate the productive assets of the 
business — assuming that the sums insured are adequate. 


Treatment of claims 


Despite the fact that this arrangement for insured 
values has operated reasonably satisfactorily in the indus- 
trial market for many years, insurers have been reluctant to 
apply the same principle to the insurances for house- 
holders. Generally, the procedure is that, if a claim is 
made on a householders’ policy, a deduction from the full 
cost of replacement is made for depreciation. 

Although insurers have gone to great lengths in recent 
years to make sure that the full value at risk is insured (so 
that they will receive the full amount of premium to which 
they are entitled), in many cases they have omitted to make 
clear on what basis an insured should work to arrive at 
the value for insurance purposes. For instance, a value for 
insurance purposes normally differs from, say, the price 
which would have been obtained if.the item had been sold 
immediately before it was destroyed, or if it had been 
bought as a second-hand item at the time. 

In general, insurers have worked on the basis of the cost 


of a new item, less an allowance for depreciation. ‘Thus, if 
an item of furniture would normally be expected to have a 


life of, say, 12 years, and it should be destroyed after four 
years, on this basis the insurers might agree to pay two- 
thirds of the cost of a brand-new replacement. The argu- 
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ment put forward by the insurers in this case might be that 
the insured had had the benefit of the item in question for 
one-third of its normal life, and thus had been deprived of 
only two-thirds of its life. 

That, it must be stressed, has been only one method of 
applying depreciation. There have been other methods and, 
looked at from a strict point of view, it might be felt that 
householders have not been harshly treated. 


Premature replacement 


Although that kind of approach may be quite, sensible 
when only one or two items are destroyed, it can have 
serious consequences for a householder who suffers a major 
loss. In this event, the housenolder might be obliged to 
find fairly substantial funds from his own resources merely 
to replace whatever had been lost or destroyed. Admittedly, 
it could be argued that this would be quite fair. On the 
other hand, householders do not budget to make major 
replacements well in advance. 

During the past few yéars, a step towards full reinstate- 
ment has been made by the majority of insurers in the 
market. They have agreed that, although settlement will be 
based on full replacement costs less an allowance for wear 
and tear and depreciation, a rather different principle will 
be adopted for major items. For instance, in the case of 
claims for furniture, domestic equipment and carpets less 
than two years old at the time of loss, it is now usual for 


the claim to be paid in full. Some insurers have added other 


items to the list where this type of claims settlement will 
apply, and in one or two cases it applies to items which are 
not less than five years old. 

To some extent, that could be looked upon as a half-way 
stage between true indemnity and full reinstatement. Now, 
however, one company — the Provincial — has broken 
fresh ground by producing a scheme which allows for full 
reinstatement of virtually everything covered under the 
contents sections of a householder’s policy, as an alternative 
(at a higher premium) to the normal form of policy. 

Under this contract, all clairns (except those in respect of 
clothes and household linen) will be paid on the basis of 
the full cost of replacement, irrespective of the age of the 
articles at the time of theft or destruction. The practical 
effect of this is that, in the event of loss, the full cost of 
replacement will be met — provided, of course, the total 
sum insured is adequate to cover the full replacement cost of 
all items which are insured. : 

If this scheme is chosen, a householder must make sure ` 
that the insured value is not simply equal to the current 
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value of everything in the house, but is for a sufficient sum 
so that the householder could go out and buy everything at 
“present prices in the shops. 


Higher premium 


In theory, provided insurance is taken out for the correct 
value, the insurance company could charge the same rate 
of premiums as for insurance arranged on the indemnity 
basis. In practice, a rather higher rate of premium is being 
charged, although a sliding scale operates so that the rate 
reduces as the sum insured is increased. For anyone 
insuring more than, say, £3,000 or so in this way, the cost 
may be marginally cheaper than if the insurance was 
arranged on the traditional basis of claims settlement with 
another insurance office. 

Almost certainly, one of the reasons why a higher rate is 
being applied is because of the moral hazard. This may 
well be the reason why other insurers have not. been 
prepared to offer insurance on this basis in the past. In 
practice, however, moral hazard may not be so great as 
some insurers think. Some major insurers are prepared 
to assume that, on the whole, policyholders are honest; 
especially where the insurance company is seen to be 
adopting a fair approach. | 
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For this new basis of claims settlement, where the sum 
insured is not more than £1,500, the annual premium is 
0°30 per cent of the sum insured. For sums insured from 
£1,500 to £3,000 the rate is 0-27 per cent. For an insured 
value of more than {£3,000 but less than £5,000, the 
premium is calculated at the rate of 0-24 per cent. 

It should be added that higher rates of premium may be 
charged if the buildings in which the insured contents are 
kept are not of normal construction, or 1f the house is in 
the Greater London Council area. Also, if a house is 
regularly left unoccupied during the daytime, the premium 
may be rather higher. 

Although this policy has not been on the market for 
very long, all the indications are that it is proving quite 
popular with householders in the higher income brackets. 
It is too early to make an assessment of the claims position 
with this type of policy. Nevertheless, if this should prove 
to be reasonably satisfactory, other companies can be 
expected to take this step and offer full reinstatement to 
householders. 

Quite apart from the competitive aspect, this produces 
a higher volume of premium per policy, which can be 
helpful from a number of points of view. Not least, it 
reduces the proportion of the premium which is absorbed 
for administrative expenses. 











Taxation 
Case 





Lord Advocate v. Babcock & Wilcox 
(Operations) Ltd 


In the House of Lords 


March 15th, 1972 


(Before Lord Ren, Lord Morris or BORTH-Y-GEST, Lord 
‘Diptocx, Lord SIMON OF GLAISDALE and Lord KILBRANDON) 


Selective employment tax — Regional employment premium — Large 
establishment in development area — Other sites not in development 
‘areas — Whether employment on those sites was in or carried out 
from the development area - ‘Establishment’ — Finance Act 1966, 
section 44 — Selective Employment Payments Act 1966, sections 
I, 2, 3 — Finance Act 1967, section 26 — Revenue Act 1968, 
section T. 


The company, a subsidiary of Babcock & Wilcox Ltd, had its 
registered office and its head office in London. The business 
was organized in a number of divisions, the construction division 
being based at Renfrew, in a development area in Scotland. The 
company’s business was mainly concerned with installing steam- 
raising plants manufactured by another of the group of com- 
panies, also situated at Renfrew, and with repairs to such plant. 


ei 


Renfrew prepared the co-ordinated work programme. Each 
contract was in the charge of a sponsor engineer at Renfrew, and 
in the day-to-day charge of a resident engineer who had, 
however, no financial authority and could not alter the co- 
ordinated programme, although he could recommend altera- 
tions to the sponsor engineer. All the employees were hired 
through Renfrew, who also terminated their employments. 

Gross weekly pay -was calculated at the site, and the wages 
records went to Renfrew where net pay was calculated. Renfrew 
sent a cheque to cover the total of wages to the site, and there 
the wage packets were prepared and handed to the employees. 

The site at Didcot was chosen as.typical of the other sites 
not in development areas. There the company held the head 
contract in constructing a power station, and about 500 men 
were employed, and the work was expected to last between three 
and four years. The company had erected temporary buildings 
for administrative staff and workshops, and as messing and 
changing rooms. The company was the main contractor, and the 
site manager, who was responsible to Renfrew, had power to 
vary the terms of subcontracts. 

The company claimed that it was entitled to the premium 
payable under section 1 of the Finance Act 1966, but in the 
increased amount, under section 26 (1) of the Finance Act 1967, 
in respect of employment in development areas — the regional 
employment premium — in that the employees on the various 
sites in non-development areas were engaged in employment ‘in 
or carried out from’ the company’s establishment in Renfrew. 

It was contended for the Revenue that the employees in 
question were not in an employment carried out from Renfrew, 
but in an employment carried out on each of the sites. | 

Held: the employees in question, though based on the estab- 
lishment at Renfrew, went out to work from it, and that work 
was not ‘employment in or carried out from an establishment 
within a development area’, and the company was not entitled 
to a regional employment premium. 


May 11th, 1972 


FINANCE AND COMMERCE 


ACCOUNTANT 


621 


BICC in the Spotlight 


First in Series on Major Companies 


HIS week ‘Finance and Commerce’ begins a series of 

reprints of the accounts of major British industrial groups. 
The series may be interspersed with the reprint of the accounts 
of companies in the news for various particular reasons, but this 
time of the year is the high season for the publication of the 
accounts of leading British companies, the main bulk of which 
run their financial years coincident with the calendar year, At 
this time, therefore, the reports and accounts of top-flight 
companies are plentiful. 

Financial journalists may consider them too plentiful at 
particular times. There is a remarkable tendency for both 
company statements and company reports and accounts to be 
issued on Wednesday and Thursday with the inevitable result 
that the majority of them do not get the press coverage they 
should. 

It might be timely of this column to remind those concerned 
with the announcement of company statements to the press and 
the issue of reports and accounts to shareholders that there are 
such days as Monday, Tuesday and even Friday for their 
release so that bunching could be eased if not avoided. 

British Insulated Callender’s Cables’ report and accounts 
were issued to the press on a Thursday for comment the 
following day, and to give an indication of just how events 
crowd in on each other at this time of the year, the financial 
press briefing on the BICC report was but one of as many as a 
dozen such functions that were held that day. 


Well attended 


The BICC event was strongly qan dad and that confirmed the 
importance of the company and the respect the financial press 
has for the company’s chairman Lord McFadzean, an approach- 
able, communicative, trustworthy and reliable man who never 
ducks a worth-while question. BICC has virtually become the 
name of the group and, in fact, the reader of the latest report and 
accounts has to search diligently to find the company’s full name. 

BICC, as the inside cover of the report states, is the largest 
organization in the world with complete facilities for research, 
manufacture and contracting in the transmission and distribu- 
tion of electric energy for power and communications purposes. 
With its origins in the 1870s, the present group was formed in 
1945 by the merger of British Insulated Cables and Callender’s 
Cable and Construction Company. There are 30 main UK 
factories, manufacturing units in 16 other countries, and 
58,000 people employed world-wide. 

BICC refines and fabricates copper and aluminium and their 
alloys for the electrical, electronics and engineering industries; 
makes electric wires, cables and accessories of all types; produces 
tapes, industrial plastics and capacitors, and is engaged in civil, 
mechanical and electrical engineering, including design and 
construction. 

Based on 1970 figures, BICC was Britain’s 15th largest ex- 
porting company (£69 million) and 18th largest company by 
turnover (£459 million). 

Turnover is not an accurate yardstick in BICC because of the 
copper price element. In 1971, for example, sales to outside 
customers rose {1 million in the UK to {£229 million, but 


including exports and sales by overseas companies, the sales 
total was down £16 million, or 3'5 per cent, to £443 million due 
to the lower prices ruling for metals, particularly copper. The 
average copper price was some 20 per cent lower than in 1970. 


Earnings per share 


BICC’s return on sales, however, is not an entirely inaccurate 
measurement since BICC does not speculate in copper. A 
lower copper price, on the other hand, makes a major difference 
to working capital requirements- and particularly bank borrow- 
ings, although not necessarily to the major extent that the 
comparative 1971 and 1970 balance sheet figures indicate. 
Operating profit as a percentage of sales has varied between 
5'6 and 7-6 per cent in the past ten years and in 1971 was 
6-7 per cent against 5-9 per cent in 1970. 

Earnings per share and profits as a return on net assets are the 
BICC yardsticks and whereas BICC was only earning 5-73p a 
share in 1962, earnings in the past year were 11-5gp. Lord . 
McFadzean, pointing to the 25-8 per cent rise in pre-tax profit 
and the 25-4 per cent rise in profits after tax, draws attention to 
the parallel improvement of almost 25 per cent in earnings 
per share. ‘Over the last four stx-monthly periods starting with 
that to June 30th, 1970, earnings per share have been 4:28p, 
s'o2p, 5°36p and 6:23p — an encouraging sustained upward 
trend of 45°5 per cent over the two years.’ 


US link 


Last year, following long and involved negotiations, BICC 
forged a link almost amounting to merger with General Cables 
Corporation of the United States and 11,720,000 shares were 
issued to the American company. General Cable at the end of ` 
the year held 11-3 per cent of BICC’s equity with the right to 
increase the holding to 20 per cent between 1973 and 1977 at 
prices related to BICC’s earnings performance. In parallel, 
BICC now has a 20 per cent stake in the American company. 

The sterling received from General Cable was ‘converted at 
beneficial rates into dollars’ and the proceeds used to reduce the 
initial short-term borrowing of $50 million in Eurodollars to 
some $27 million — the equivalent of {102 million. 

Last January — that is to say since the turn of the financial 
year — the bulk of that short-term borrowing was funded by a 
well-timed issue of $20 million 7 7 per cent Guaranteed Euro- 
bonds 1987, leaving only some $7 million to be carried on a 
short-term basis. 


Capital expenditure 


Capital expenditure last year was a net £11 million, with £6 
million in the UK and £5 million overseas. Against that, 
through lower copper prices and ‘even tighter control on capital 
employed’, some £15 million in cash was generated. A rise in the 
copper price could alter that situatign but the liquid position is 
clearly extremely strong. 

While the lower and relatively steady price of copper helped 
BICC last year, the collapse of the alunginium price was no help. 
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BICC has a 27 per cent stake in Anglesey Aluminium and the 
Anglesey plant is now on stream. But it began to operate at a 
time of reduced growth in consumption, over capacity in 
production and unrealistic prices for the metal. Lord McFadzean 
admits that ‘immediate expeccations from this investment have 
not been achieved and the pcsition will not be corrected over- 
































3 DIRECTORS’ EMOLUMENTS 
(i) The remuneration of Directors of the Holding Company charged against 
Operatirg Profit was as follows: 








1971 1970 

£'000 £’000 

Fees as Directors . 76 53 

Other Emoluments 214 175 
Pensions to Past Directors ard 

Superannuation Gratuities 14 49 

304 277 








(ii) Emolumenczs excluding pension umd contributions: 
Chairman — £22,250 (1970: £72,250) 
Highest Paid Director — £26, £63 (1970: £28,750) 


Other Directors Number of Directors 











1971 1970 
£27,501-£30,000 _ 1 
£22,501--£25,000 3 4 
£20,001-£22,500 1 1 
£17,501-£20,000 ~ 2 
£15,001-£17,500 SC 1 
£12,501-£15,009 3 2 
£10,001-£12,500 4 _ 
£2,501-£5,006 i 4 
£0-£2,500 3 3 
1971 1970 
4 FINANCE CHARGES £'000 £'000 
Interest on Long-Term Debentures and Mortgage Bonds 3,458 3,533 
Interest on Loans repayable at call ot EE repayable 
not later than 31st December 1976 2,065 1,932 
Bank Interest 1,172 2,217 
v. 6,695 7,682 
Less: Short Term Deposit Interest rezeived 206 69 








oar f zs ` 6,489 7,613 





el 


PROFIT ATTRIBUTABLE TO 
HOLDING COMPANY 





May lith, 1972 


BICC GROUP 
PROFIT AND LOSS ACCOUNT 


for the year ended 31st December 1971 
















































































night’. But there is confidence in the eventual profitability of the ee EE Vie 
project. GROUP SALES id 1 443, 000 459, 000 
. ` D e D t ts t E D 
Complying with standard accounting practice has introduced Sree ee ee 
into the valuation of invescments in associated companies DS E ee) TS 
methods ‘contrary to what would have been our normal and SR — | s SES 
more conservative procedure’, the chairman states. Compliance TAXATION d 5 12,744 10,103 
entails the writing up of the took value of such investments by AFTER-TAX PROFIT | 15,045 11,994 
BICC’s share cf post-acquisition retained earnings. This write- EXCEPTIONAL ITEMS ` ` 6 762 739 
up totalled £3 million for 1970 and 1971. i 15,807 12,733 
That, together with what -s confidently accepted as a tem- EE ! 2,625 ee 
porary fall in the General Cable share price, has resulted in PROFIT ATTRIBUTABLE TO HOLDING 
> age ¿ I š COMPANY 7 12,182 9,148 
a deficit of some £377 millicn in valuation as compared with 
book value. ‘In contra’, Lord WicFadzean adds, ‘Group reserves Ber ITE EARNINGS p Dén Setz 
_ have during 1971 increased by {14-2 million to £81-4 million’. i 
. 12,182 9,148 
The group has an enviakle record of labour, or — as the 
NOTES 
1 GROUP SALES : 5 TAXATION ae 1971 1970 
Sales do not include the Group's stare of the sales of Associated Companies United Kingdom £'000 COU 
. I Corporation Tax at 40% (1970: 424%) 3,513 3,551 
Less: Double Taxation Relief s. 482 472 
1 1971 1970 . 
2 OPERATING PROFIT £°000 £’000 3,031 3,079 
includes: Overspill Relief (Finance Act 1965, s.84) (30) (40) 
Share of Profits of Associated Com oanies . 4,445 2,613 Tax Equalisation Account | 700 (168) 
Investment Income 3,701 2,871 
Quoted Investments 35 15 Overseas (including Tax Equalisation Š 
Unquoted Investments 88 92 £481,000 ~ 1970: Nil) ‘9,043 7,232 
123 107 12,744 10,103 
and is shown after charging: ` Taxation includes £2,005,000 (1970: £1,289,000) relating to Associated Companies. 
Depreciation i 10,855 9,523 The Company is not a "close company” for purposes of the Finance Act, 1965. 
Provisions 925 769 1971 1970 
` —n EXCEPTIONAL ITEMS £°000 £’000 
Hire of Plant 692 803 Net Realised Capital Profits (after Taxation 
enti of £75,000 ~ 1970: £145,000} 541 ` 719 
Auditors’ Remuneration Adjustment of Prior Year's Toon Habilities 
Holding Company 24 : 22 for changes i in rate 109 20 
Subsidiary Companies 186 170 Surplus arising on repayment of foreign ` 
currency borrowing less currency exchange 
210 192 adjustments on Inter-Group Indebtedness ~ 112 — 
762 739 








In line with current accounting views, it is now considered that certain items of a 


recurring nature, previously dealt with in Exceptional Items, should be dealt with 
in Operating Profit and Taxation: This has had no effect on Attributable Profit 
and the restatement of 1970 figures is as follows: 


Charged against Operating Profit £'000 
{Reorganisation £1°-458m. 7 
Base Stock write down £0-440m.} 1,898 
Reduction in Taxation Charge {Tax Relief 
on above £0-829m. Adjustment to 
prior years taxation £0-152m.) 981 





Excluded from Exceptional Items 917 





Reorganisation pti in 1971, charged against Operating Profit, amounted 
to approximately £1: 


Retained by Subsidiary Companies (3,498) 983 
Retained by Associated Companies 874 109 
Dealt with by Holding Company 14,806 8,056 














: {971 1970 
A 8 DIVIDENDS . £°000 £*000 
Preference Stocks 141 141 

Ordinary Shares Per Share 
Interim 2-50p 2:25p 2,596 2,179 


Proposed Final 5-25p 4-75p 5,453 4,601 


























I 9 EMPLOYEES EARNING OVER £10,000 


There were 6 (1970: 5) Holding Company employees earning between £10, x 
and £12,500, 
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chairman would prefer it — human relationships, on which 
major importance is placed. It may be timely to quote Lord 
McFadzean’s views on the wider application of this subject. 
‘From recent extremely disturbing events two vital facts are 
surely at last being realized in this country. The first is that if 
we are going to remain a democratic country, no body of men, 
be they management or labour or anything else, can be allowed 
to paralyse the nation of which they are but a part. Second, if we 
are going to succeed in this tough competitive world, on which 
our very standard of living depends, there has got to be a far, 
far greater appreciation and acceptance than recently of the 
imperative necessity of mutual understanding and endeavour 
and of our national as well as our individual responsibility.’ 





Discrepancies in Record Keeping 


‘C’ERIOUS discrepancies in record keeping and cost- 
estimating’ in the Modulec division of Vic Hallam Ltd, the 
industrialized buildings concern, have been uncovered by the 
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group's accounting staff. As a result, publication of the 1971 
accounts will be delayed for a few weeks. Last year the 1970 
accounts were issued in early June. 

The discrepancies in the Modulec division refer to 1971 and 
to prior years, and although it is not possible to allocate the 
losses between individual years they are estimated to amount to 
some £250,000 in all. Additionally, the second half of rç7I 
resulted in a Joss in the main Timber Buildings division due to 
a reduction in volume and changes in product mix. Profits in the 
Cabinet division were reduced by non-recurring costs of trans- 
ferring to a new location. 

All these — which include writing off substantial amounts in 
respect of prior years — will result in a group loss in the region 
of {100,000 for 1971 against a 1970 trading profit of £376,227 
and a pre-tax profit of £275,583. The chairman, in his statement 
with the 1970 accounts, hoped for a return of profits to the 
£500,000 level in 1971. 

With ‘remedial action taken in the problem areas’ the board- 
room view is that the group will trade profitably in the current 
year. The fall in 1970 profits from a 1969 pre-tax level of 
£479,351 was due to the need to provide {£180,000 against 





BALANCE SHEETS 


BICC GROUP 


BICC LIMITED 














Notes 
leed PROPERTY, PLANT AND EQUIPMENT 1 

INTANGIBLE ASSETS 2 

SUBSIDIARY COMPANIES 

INVESTMENTS 4 

CURRENT ASSETS 
Stock and Work in Progress 5 77,355 
Debtors 6 90,352 
Cash and Short Term Deposits 11,479 

TOTAL ASSETS 

CURRENT LIABILITIES 
Creditors “62,145 
Current Taxation 7,460 
Corporation Tax due 1st January 1973 2,779 
Bank Overdrafts 7 6,925 
Proposed Final Dividend on Ordinary Shares 5,453 
Provisions 9,901 

FINANCED BY 

Ee MEMBERS OF BICC LTD. " 56,523 

Reserves and Retained Earnings 9 81,398 





MINORITY INTERESTS 
LOAN CAPITAL 10 
EURODOLLAR BORROWING — 

TAX EQUALISATION ACCOUNT 


1971 

































































1970 Notes 1971 "4970 
Con £'000 £'000 £7000 
88,315 1 28,421 28,709 
23,403 2 2,775 2,775 

= 3 93,656 | 95,031 

43,239 35,688 4 32,688 24,490 
81,959 5 20,832 24,532 
104,7101 #6 26,708 31,821 
8,737| Í 1,035 864 
179,186 195406 48,575 57,217 
333,107 342,812 206,115 208,222 
| 67,720 | 16,012 19,162 
10,489 979 | 948 
2,077 1,530 399 
19,439 1,501 13,876 
4,601 5,453 4,601 
11,004 8,524 8,508 
94,663 115,330 33,999 47,494 
238,444 227,482 172,116 160,728 
| 50,914 | 8 56,523 50,914 
67,172 9 55,886 37,905 
137,921 1418086 112,409 88,819 
32,999 32,403 Í = = 
51,281 52,623 10. | | 46,677 47,852 
10,497 21,548 10,497 21,548 
5,746 2,817 2,533 2,509 
238,444 227,482 "472,116 160,728 
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Freehold Leasehold Plant and Total 2 INTANGIBLE ASSETS | 1971 1970 












































































































































Property Property Equipment : £809 £°060 
i PROPERTY, PLANT AND Net Premiums on acquisition of Subsidiary Companies 26,845 20,474 
EQUIPMENT £7000 £°060 £7000 £’000 Goodwill, Patents, Processes, Trade Marks, etc. i 
Grou at cost, less amounts written off (including 
p Holding Company £2,775,000 — 1970: 
Net Book Value, . £2,775,000). 2,901 2,929 
31st December 1970 . 31,265 3,831 53,219 88,315 
Additions at cost 1,225 124 10,243 41,592 i 23,746 23,403 
Government Grants on additions (56) — (415) (471) l 
Book Value of Assets sold ; (178) (134) ` (873) (1,185) 
Currency and other 
adjustments (785) 469 (144) (460) 
Depreciation Charge for 3 SUBSIDIARY 1971 1970 
the Year (973) (160) (9,722) (10,855) COMPANIES £000 £'009 £'000 £'000 
° Stocks and Shares at or | 
Net Book Value 
' under cosc 79,425 76,100 
31st December 1971 30,498 4,130 52,308 86,936 Advances and Current 
representing Accounts 31,397 40,214 
Cost or Valuation 39,780 — 5466 117,579 162,825 sae D A it 
Depreciation 9,282 1,336 65,271 75,889 Companies 17,166 21,283 
30,498 4.130 52,308 86,936 i 14,231 18,931 
Holding Company 93656 35,031 
Net Book Value, Accounting Dates ' 
31st December 1970 9,897 259 18,553 28,709 The Accounts of two Overseas Subsidiaries are made up to dates other than 
Additions at cost 293 14. 3,576 3,883 ° 31st December 1971 and the Directors are of the opinion chat local conditions 
Government Grants on make a change in their accounting dates inadvisable. 
additions — oo (291) (291) The Accounts of one U.K, Subsidiary are made up to 31st March 1971 and the 
Book Value of Assets sold (45) — (147) (192) Directors consider a change to 31st December to be impracticable. 
Depreciation Charge for Rhodesia 
the Year (325) (2) (3,361) (3,688) The Group Accounts include the Profits and Assets of two Subsidiary Companies 
in Rhodesia which are unable to remit profits to the U.K. The relevant amounts 
Net Book Value ° are as follows: 
31st Deceməer 1971 d 9,826 271 18,330 28,421 1971 1976 
£ I £'000 £'000 
representing Profit attributable to Holding Company 328 255 
Cost or. Valuation 13,275 ` 432 41,231 54,938 
Depreciation ` f 3,455 161 22,901 26,517 Net Assets applicable to Group 1,472 1,300 
9,820 271 18,336 28,421 Dividends payable to Holding Company since U.D.I. totalling £857,000 have been 
paid over to a blocked sterling account in Rhodesia. 
Leasehold Property ; 
Leasehold Property with 50 or more years unexpired accounts for £2,744,000 A 
of the Net Book Value of the Group’s Leasehold Property (Holding Company 4 INVESTMENTS | RE es Ee 
£152,000). I Book’ Value or Book Value or 
: G so Valuation Kei Mare 
i roup 000 £'000 ° . , 
Government Grants Associated Companies ; = 
Depreciation s calculated on the net cost of Fixed Assets after deducting Quoted 31,953 26,385 24,496 23,001 
Government Grants. Unquoted . 6,916 .8,397 6,539 7,770 


” 














38,869 34,782 31,035 30,771 








Expenditure Authorised and Committed 


The approximate amounts of expenditure authorised by the Directors of the Loans to Associated 


























































































































Holding Company or its Subsidiary Companies which have not been provided Companies ` 3,845 4,103 
for in the Accounts are: ; 
1971 1970 | 42,714 35,138 
Contracts placed: £°000 £’000 ar u armana e ; deg ee 
i ` - ] -60 35 
Holding Company . 802 1,040 vere 
Subsidiary Companies 2,905 2,404 Unquoted 465 758 nae 726 
Authorised, but contracts not placed: - 43.239 35 688 
Holding Cornpany 1,279 S82 
Subsidiary Companies 2,382 1,698 Holding Company ; 
Associated Companies 
3,661 2,686 Quoted 29,663 26,079 22,461 21,953 
Unquoted 5 870 2,010 984 2,160 
No account hes been taken of Government Grants to be received after the 
expenditure hzs been incurred. - 30,533 28,089 23,445 24,713 
Loan to Associated 
‘ Valuations Company ` 1,996 857 
The following valuations are included in “Cost or Valuation” at 31st December 32.529 24 302 
1971 of Properzy and Plant of certain Subsidiary Companies: - Oihor ivernant ; aes ae 
Year of Freehold and Plant and Quoted 27 84 58 596 
Valuation Leasehold Property Equipment Unquoted 132 226 130 226 
; £'000 co 159 310 188 822 
1958 — 11665 Y Y YY F c LrC---CcercCeeeëevé EE 
1959 : 336 — . I : 
1960 1,747 2,371 32,688 24,490 
1964 263 508 . 
1366 2,805 — Book Value of Associated Companies in the Group Balance Sheet is cost, less 
1567 2,123 386 amounts written off, plus the Group’ s share of undistributed post acquisition 
1968 — 1,866 earnings. Otherwise Book Value is cost, less amounts written off. 
1970 D 344 136 I The Valuation of Unquoted Investments has been made by the Directors. The 
Directors of the Holding Company have authorised an investment of some 
7,618 6,432 ` £4,000,000 in an Associated Company, of which £2,446,000 has been subscribed 


to 34st December 1971. 
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BICC GROUP 
BALANCE SHEET NOTES continued ? 
5 STOCK AND WORK IN PROGRESS ; 1971 1970 
` The amounts included for Manufacturing Stock and Work in Progress have been ñW I L oA SEES 
determined on bases and by methods of computation which have been applied & , ‘ 
consistently anc which are considered appropriate in the circumstances of the & Holding Company £'000 £000 
ee of each Group SC pany Séien Ana OTE in mone in E ee 
roup companies are valued at the lower of site expenditure and estimated con- P ° 
EE Progress payments received on account are deducted from work in Í SH Ee Very EE Ga SD DN 
Certain metal refining and fabricating subsidiaries value their base stocks per- § ca ea SE 1981 and 1986 SE ; 
manently employed at fixed prices, reviewed periodically, which are below market § 
prices of the metals concerned. i 64% Convertible Unsecured Loan Stock 1988/93 
convertible into Ordinary Shares in 1973, 1974 or 
1975 and the balance redeemable at par between 1988 š; 1 
and 1993 10,553 16,553 
7% Debenture Stock 1985/90 (Secured) redeemable by 
6 DEBTORS i annual drawings and the balance at vary:ng premiums 
Includes in respect of the Group £393,000 (1970 Nil), and for the Holding Company p between 1985 and 1990 11,788 12,195 
£234,000 (1970 Nil) Loans to Trustees of British insulated Callender’s Cables E 
Limited Employees Share Purchase Scheme. 71% Convertible Unsecured Loan Stock 1986/91 con- 
vertible into Ordinary Shares in 1972 and the 
balance redeemable at par between 1986 and 1991 §,755 6,081 
72%, Debenture Stock 1990/95 (Secured) redeemable 
7 BANK OVERDRAFTS in whole or any part or seteno EE on . 
Group Bank Overdrafts at 31st December 1971 include secured overdrafts of § or at any time after 31st December K RNY Š 
£1,309,000 (1970: £1,804,000) relating to Subsidiary Companies. + repayable ét pir on 31st December 1795 eek oe ss 
46,877 47,852 
Subsidiary Companies 
8 SHARE CAPITAL 1971 1970 | 
Issued Issued 53% First Mortgage Sinking Fund Bonds r2deemable by 
Authorised andfully Authorised and fully annual drawings and the balance at varying premiums 
paid paid by 1985 I 1,992 2,157. 
. ; £7000 £'000 £000 £000 
6% First Cumulative Registered Unsecured 74% Notes repayable at par in 
Preference Stock Units 4972 1,721 1,721 
of £1 each 933 933 933 933 
549% Second Cumslativa 8% Debenture Stock 1987/92 (Secured) redeemable by 
Preference Stock Units annual drawings from 1972 and the balance at par 
of £1 each 1,546 1,546 1,546 1,546 between 1987 and 1992 500 500 
Ordinary Shares of 
50p each 72,500 54,044 72,500 48,435 Registered Debenture Stock (Secured) at rates between 
64% and 7% inclusive redeemable on 31st March 
74,979 56,523 74,979 50,914 1972, 1974 and 1977 š 391 393 
Genaral Cable Corporation (GCC) held 11-3% of the Ordinary Shares in issue at | 4,604 4,771 
31st December 4971. 2 ee es 
Under an agreement dated 28th January 1970, GCC have a subscription right over 
the period 1973 to 1977 to acquire for cash sufficient Ordinary Shares of BICC 51,281 52,623 


to increase their holding up to a maximum of 20%, including any purchases made 
on the market. The subscription right is exercisable at base prices increasing from 
150p to 175p per share, subject to adjustment upwards for increased earnings of 
BICC over those of 1970. 

















Group Holding Company 
9 RENE AND Capital Retained Capital Retained 
EARNINGS Reserves Earnings Reserves Earnings È 44 CONTINGENT LIABILITIES AND COMMITMENTS 
; £'000 £7000 £000 £000 ; 
At 31st December 1970 49,738 i 27,724 1971 1970 29) 
i Holding olding 
Share Premium Account 3,708 3,708 Group Company Group company 
Other Capital F.eserves 11,530 6,473 £000 £000 . £000 £000 
Associated Companies 2,196 Bills Receivable under 
Discount 3,084 107 2,544 451 
15,238 51,934 10,181 27,724 
Retentions from 1971 Profits . . Uncalled Capital on 
-Group Companies 310 2,808 311 6,305 Investments 277 259 Í 279 236 
— Associated Companies 874 The Holding Company is guarantor for bank overdrafts and loans up to a maximum 
Premium on Ordinary of £903,000 and sundry trade liabilities of certain Subsidiary and Associated Com- 
Shares issued 10,118 10,118 panies. 
ane At 31st December 1971 there existed (a) unfunded liabilities in three Group com- 
Tenar a Tax Equalisation (433) 166 panies estimated to amount to £1,839,000, including £275,000 for the Holding 
I hak . d Company, in respect of pension fund obligations arising through improved benefits, 
Adjustments arising from the payments of which are being spread cver periods varying between 13 and 20 
revaluations of currencies 4 (525) years, and (b) other guarantees and contingent liabilities arising in the ordinary 


Further tax relief accrued course of business. 


onlosses of a subsidiary 
charged to Reserves 
in 1976 1,081 . 1,081 


Adjustments for changes 
in holdings 


Bs 


(15) | 
26,755 54,643 21,691 34,195 


12 EXCHANGE CONVERSION RATES P 


Overseas Currencies have been converted into Sterling at the rates ruling at 31st 
December 1971. 8 
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BICC GROUP 


REPORT OF THE AUDITORS 


. To the Members of BRITISH INSULATED 
CALLENDER’S CABLES LIMITED 


Iñ our opinion the Accounts and Notes set out on pages [622 to 625] and 34 to 35 (not 
reproduced) comply with the Companies Acts 1948 and 1967 and give, so far as concerns 
members of the Comoany, a true and fair view of the state of affairs at 31st December 
1971, and of the profit for the year ended on that date. 

The Accounts of cerzain subsidiary and associated companies, some of which are made up 
to dates earlier than 31st December 1971, and of certain overseas branches have been 
audited by other firms. 


London CHALMERS, IMPEY & CO. 


30th March 1972 Chartered Accountants 


Cd 


` 


losses on industrialized housing contracts — losses which decided 
the board to stop trading in that area. 


Eye on the Needle 


HAREHOLDERS in Needle Industries Group are advised 
- Vd by the group's chairman, Mr L. Hargreaves Beare, B.COM., 
F.C.A., to study the figures in the ten-year record ‘and particularly 
the improvement in the return on capital employed achieved 
since 1965’. Al:hough not a shareholder this column dutifully 
turned to the ten-year record and before Jooking at the return 
on capital employed saw that in 1962, rather than 1965, Needle 
Industries was earning 3-sp a share, but that unhappily the figure 
fell to 2-6p a share in 1963 and to a mere 1-8p in 1964 before 
rallying to 2:3p in 1965 which is the chairman’s starting-point. 
' But by 1969 the rate of earnings was still below the 1962 level 
and at 3-1p a share was below the 1968 level of 3-3p a share. But 
growth returned in 1970 with earnings up from 3-1p to 5-op and 
last year there was a further strong rise to 6-gp a share. 

Lifting up its-eyes to ‘Return on capital employed’ this 
column noted that between 1962 and 1965 the return on capital 
employed was halved, falling from 16-9 to 8-4 per cent, but, with 
one faltering year in 1969, the figure has now recovered to 15:2 
per cent. From 8-4 per cent in 1965 to 15:2 per cent in 1971 is 


. good going even if the 1971 figure is still 1-7 below 1962. 


Artists Services 
N the Booker McConnell group there is an Artists Services 
Division owning — through a series of separate companies — 
the copyrights of the works of a number of artists and/or 
employing theiz services. In the Booker McConnell review of 
' operations it is stated that the artists companies in total earned 
operating profits 19 per cent above 1970, but that over half the 


profits were earned by the company holding a substantial ` 


number of the copyrights, of the works of Agatha Christte. 
This company doubled its profits and has since acquired 
‘additional interests in these copyrights. 

` In some of the other artists companies, however, recent 


CASH GENERATION AND ABSORPTION 











1971 1970 
£7000 £'000 
CASH GENERATION 

Profits after Taxation and Exceptional Items 15,807 12,733 
Add: Depreciation, Tax Equalisation and other non-cash items 11,375 9,744 
Operational Cash Flow 27,182 22,477 
Issues of Ordinary Shares 7,898 — 
Raising of Loan Finance — 21,402 
Reduction in Working Capital Requirements 10,232 4,073 








CASH ABSORPTION 
. Expenditure on Property, Plant and Equipment, 


Net of Government Grants and Sales 9,936 8,218 
Purchases jess sales of Investments 4 2,722 
Repayment of Loan Finance 10,938 486 
Dividend Payments to — BICC Ltd Shareholders 7,338 6,481 

1,796 1,774 


— Minority Shareholders in Subsidiaries 


NET INCREASE IN GROUP LIQUID FUNDS 





results have not been good.. Extra provision has been made for 
accelerated amortization of the goodwill element in the original 
purchase price of the shares concerned. This process con- 
verted the small profit of the division in 1971 into a small loss — 
after tax, amortization and minority interests. 

Which were the laggard companies ~ or more realistically — 
whose work did not sell? Apart from Agatha Christie the names 
involved are the late Ian Fleming, Gavin Lyall, Robert Bolt, 
John Mortimer, Francis Clifford, Penelope Mortimer, Georgette 
Heyer, Harold Pinter, Vivien Merchant, John Braine, Dennis 
Wheatley, Basil Boothroyd, Hayley Mills and Joseph Losey. 

This column does not attempt a selection. Perhaps readers 
may like to try. 


Eagle Star 
AGLE STAR INSURANCE COMPANY’s accounting 


basis from January Ist, 1971, for fire, accident and motor 
revenue account has been strengthened by a new provision for 
unexpired risks, in addition to the conventional provision for 
unearned premiums. There has been a reappraisal of the basis 


of claims cost estimation, including claims incurred but not yet 


reported. This reappraisal has been made in the light of 
continuing inflation. 

As a result, {12 million net of tax has been taken from invest- 
ment reserves. This sum has been applied to strengthen the 
provision for outstanding claims and to establish a new provision 
for unexpired risks in respect of business of prior years — largely 
relating to overseas risks underwritten in London between 1965 
and 1966. | 

The loss on the account of {1-6 million for 1971 represents the 
result of business entered into during that vear, unaffected 
by the run of business written in previous years. No adjustment 
has been made for the accounting change to 1970 figures in the 
accounts but the comparable loss would have been {4-8 million, 
against {5-6 million shown in the accounts. 

Insurance companies generally have had to strengthen their 
provisions for outstanding claims, including claims incurred 
but not reported, to meet the effects of inflation on claims costs. 
Eagle Star have gone further than any others in that direction.’ 
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City Notes 


OOMS, it is said on the Stock Exchange, never really 

reach the top and slumps never reach the bottom. All that 
those words of oracle-style wisdom mean is that if a boom is 
forecast to top out at 700 for a stock-market index, most operators 
te be content to call it a day and get out of a still-rising market 
at 680. ` 

Similarly, if a slump is expected to bottom out at 300, buyers 
will be prepared to get in at 320 when sellers are still reasonably 
willing, rather than wait and get trampled out of the market in a 
buying rush. Tops and bottoms are thereby anticipated and 
invariably the popularly-forecast peak is, in fact, rarely scaled 
and the forecast depth rarely plumbed. 

There are already some signs of anticipation of the end of the 
current equity boom and one recent sign took the odd form of 
an accelerated rise in the FT 30 shares Index. There is a ten- 
dency now for some fund managers to reduce holdings of 
second-line shares that have performed exceptionally well in the 
past 18 months to two years. 

This type of share will be extremely difficult to sell-once the 
market has obviously turned and profit taking becomes both 
general and heavy. Fund managers are protecting their market- 
ability by switching into Index-style equities which have lately 
been depressed by poor forecasts and performance. ICI, BP 
and Shell are obvious examples. 

Managers are, to a degree, going liquid in more readily realiz- 
able equities. 

3⁄ $ Ku * 


ONDON Stock Exchange members may have voted against 

the admission of women as members but they also voted for 
a United Stock Exchange. And since the USE takes precedence 
over the London organization, women are in. They will either 
have to qualify by experience according to the rules, or sit the 
Stock Exchange examinations; but they will henceforth be 
eligible for membership. 

Final membership will have to be sanctioned by the London 
Stock Exchange Council, as all membership applications have 


to be. Of course, the absurdity of the whole affair is that there 
has never been a specific rule against women being Stock ` 


‘Exchange members in London. In the past, the Council has 


merely acted on the view of the majority of members that women 
weren’t wanted. They may not be wanted now by the majority 
but they are going to be there none the less. But it will be highly 
surprising if there are half a dozen at the first go. 


IRST National City Bank has moved into its new London 

home in Aldwych to give itself more space. It has not taken 
Citibank long to organize escape from City rents — or should it 
be Citirents? The arrival of the American banks in Moorgate 
to make their money in the Eurodollar markets is part of 
Citirent explosion folklore. In five years City rents have quad- 
rupled, and as one or two stockbrokers have done, and others 
will do, the American banks may soon be moving their heavy 
brigades West and leaving only a light dealing platoon behind 
in the City. But for businesses that have to be in the banking- 
broking sector of the City, some flattening of the rent-rise curve 
could be in sight. 

3⁄ * % * 


ITH the Official Reserves at a record £2,737 million, and 

International Monetary Fund debts fully repaid, there ` 
has been fulsome recovery in the reserves situation from the 
mid-1960s depths when popular newspaper headlines used to 
declare ‘Britain in hock to World Bankers’. Part of this complete 
change has been due to United Kingdom economic retrench- 
ment, but much of it has developed from the weakness of the 
dollar rather than the strength of the 1967 devalued pound. 
As the sterling-dollar relationship changed in sterling’s favour, 
the reserve situation inevitably improved at the US Treasury’s 
expense. In British terms this is called Anglo-American 
solidarity. But movements in international reserves are the 
result of passing round problems rather than sharing in mutual 
benefits. 


RATES AND PRICES 


Closing prices, Tuesday, May 9th, 1972 


Bank Rate 
Nov. 18, 1967 Ji TE 86 Mar. 5, 1970 . 74% 
Mar. 21, 1968 . 78% April 15, 1970 .. .. 7% 
Sept. 19,1968 .. .» 7% April 1, 1971 is eg Bi 
Feb. 27, 1969 .. .. 8% Sept. 2, 197I -5% 
Treasury Bills 
Mar. 3 -. £43582% April Fi .. £43305% 
Mar. ro .. £43495% April r4 .. £43038% 
Mar. r7 +» £4°3493% April 21 -» £42890% 
Mar. 24 .. £43285% April 28 -» £4'2686% 
Mar. 30 . £43142% May 5 . £4:2516% 
Money Rates 
Day to day .. 44 —4i% Bank Bills 
7 days = 46-48% 2 months 43-4 fy % 
Fine Trade Bills 3 months 44-45 % 
3 months .. 52-52% 4 months 44% 
A months .. .. . 5-54% 6 months 41% 
6 months .. .. 54 -5% 
Three Months’ Rates 
Local authority deposits 443-42 
Local authority bonds 44 —4Ë 
Sterling deposit certificates .. 4% 43 
Euro-sterling deposits ee es ëch 
Euro-dollar deposits .. a 4% -5$ 


Finance House Base Rate — May ist, 1972. 5% 
Retail Price Index (16.1.62=100) 160°3 (from 159°8 15.3.72) 


Tax Reserve Certificates (3.1.72) Personal 34% 
(Company certificates no longer on offer.) 


Foreign Exchanges 


New York 2°6128 Frankfurt 8:3oso 
Montreal 2`5913 Milan 1520'°25 
Amsterdam 8:3875 Oslo 17°2137 
Brussels IIS'OI Paris I3:'IO25 
Copenhagen 18-2462 Ziirich 10°0825 
Gilt-edged 

Consols 4% 45% Savings 3% 65-75 93 
Consols 24% 28% Treasury 9% 1094 103} 
Conversion 3¢% 40} Treasury 81% 87-90 .. 98ixd 
Conversion 51% 1974 100 + Treasury 64% 1976 .. Toi 
Funding 33% 99-04 50} Treasury 34% 77-80 .. 833xd 
Funding 4% 60-90 98? Treasury 34% 79-8: . 824 
Funding 54% 78-80 grgxd ‘Treasury 5% 86-89 .. 754 
Funding 54% 82-84 got Treasury 54% o8-12 .. 67} 
Funding 52% 87-91 Roi ‘Treasury 2$% -- 284 
Funding 6% 1993 79ł Victory 4% ` 99 
Funding 64% 85-87 894 War Boan 34% 39% 
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The Institute of Chartered Accountants 
-in England and Wales 


Counci! Notes — Points of Interest from May Meeting 


NDER the chairmanship of the 
President, Mr A. H. Walton. a 
meeting of the Council of The Institute 


of Chartered Accountants in England and ` 


Wales was helc on Wednesday, May 3rd, 
1972. 

Matters considered included the follow- 
ing: | 
Chartered Accountants’ Hall 
Development Loan 
Further progress has been made on the 
reorganization of the development loan 
for Chartered Accountants’ Hall. 
£750,000 has keen repaid from the sale of 
investments and from increased overdraft 
facilities. A new agreement for a short- 
term loan of {£500,000 has now been 


signed and interest on this for the first 


year will be 5% per cent per annum. 


Negotiations are currently taking place . 


on final arrangements for a long-term 
loan of £750,000. When this is finalized 
the funding will be complete. 


_ Stocks and ‘work in progress 
An Exposure Draft on Stocks and Work 


in Progress (ED6) has beer. approved 
by the Accounting Standarcs Steering 
Committee and will be published in mid- 
May. 


Business game for sixth-formers 
Plans are being formulated :o improve 
and extend the Business Game for Sixth- 
formers in 1972—73. ` 


‘A policy for education and 


training 


The policy statement on sanction and 
training was approved by the Council for 
publication on May 18th, :972. This 
statement follows the docurrent issued 
‘for discussion’ in August 1971 and the 
Council’s interim announcement of Janu- 
ary 1972. The comments received on 
those documents have made a significant 
contribution to the proposals m the latest 
statement. 


Admissions to membership 


The Council granted 136 applications for 
admission to membership of tke Institute. 


DISCIPLINARY PROCEEDINGS 


Findings and Decisions of the Disciplinary Committee of the Council of the 
Institute at hearings held on 21st March 1972 


1. A formal complaint was preferred by 
the Investigation Committee of the 
Council of the Institute to the Discipli- 
nary Committee of the Council: 

That Geoffrey Dunk a member of The 
Institute of Chartered Accountants in 
England and Wales has been convicted of 
criminal offences which according to the 
criminal law in force as at 23rd Septem- 
ber 1965 would then have constituted 
felonies or misdemeanours contrary to 
‘clause 21 (2) of the Supplemental Royal 
Charter 

In that he on roth December 1969 was 
convicted on two charges of theft and 
one charge of naving in his possession an 
implement for use in connection with 


theft. 


Finding 

The committee found that the formal 
complaint against Geoffrey Dunk, F.C.A., 
had been proved. Š 


S 


Decision 


The committee ordered that Geoffrey 
Dunk, F.C.A, of 25 Granby Road, 


. Edinburgh, EH16 5NP, be excluded from 


membership of the Institute. 


2. A formal complaint was p-eferred by 
the Investigation Committee of the 
Council of the Institute to the Disci- 
plinary Committee of the Council: 

That David Michael Cheswright a 
member of The Institute of Chartered 
Accountants in England and Wales has 
been guilty of acts or defaults discredit- 
able to a member of the Institute within 
the meaning of clause 21 (3) of the 
Supplemental Royal Charter 

(a) In that he without due cause failed 
within a reasonable time or at all to reply 
to a question properly asked of him on 
27th August 1970 in his capacity as 
liquidator of a limited company by a 


Members present 
The following members of the Council 
attended the meeting: 


Mr A. H. Walton, President, Mr D. 5. 
Morpeth, T.D., Deputy President, Mr E. K. 


. Wright, Vice-President; Messrs J. A. Allen, 


G. R. Appleyard, J. C. Bayley, Sir Henry 
Benson, G.B.E., Messrs D. A. Boothman, 
L. H. Clark, D. A. Clarke, J. D. Cormie, 
R. W. Cox, C. Croxton-Smith, P. H. Dobson, 
S. M. Duncan, J. V. Eastwood, Professor 
H. C. Edey, Messrs S. Edgcumbe, J. Forbes, 
E. J. Frary, J. W. G. Frith, J. P. Grenside, 
R. F. Griffiths, S. R. Harding, W. Hare, 
M. R. Harris, J. S. Heaton, J. A. Jackson, 
A. W. John, eng, G. B. Judd, R. O. A. Keel, 
S. Kitchen, Sir Ronald Leach, c.B.E., Messrs 
M. G. Lickiss, B. A. Maynard, W. R. 
McBrien, E. C. Meade, W. G. Medlam, 
S. A. Middleton, W. Bertram Nelson, C.B.E., 
E. J. Newman, D. G. Richards, D. W. 
Robertson, B. G. Rose, J. D. Russell, E. C. 
Sayers, K. J. Sharp, T.D., R. G. Slack, H. G 
Smith, C. C. Taylor, R. H. Taylor, A. G. 
Thomas, R. P. Tovey, D. C. Urry, D. N. 
Walton, R. G. Wilkes, ong, T.D., S. P 
Wilkins, J. C. Montgomery Williams, R. G 
Wilson. 


member of the Committee of Inspection ` 
in that liquidation 

(6) And in that he without good cause 
failed within a reasonable time or at all 
to reply to a letter addressed to him on 
12th October 1971 by the Institute. 


Finding 

The committee found that the formal 
complaint against David Michael 
Cheswright, ¥.c.a., had been proved 
under both headings. 


Decision 


The committee ordered that David 
Michael Cheswright, F.c.a., of ro4b High 
Street, Billericay, Essex, be reprimanded. 


`3. A formal complaint was preferred by 


the Investigation Committee of the 
Council of the Institute to the Disci- 
plinary Committee of the Council: 

That Horace Arthur ‘Tewksbury 
Goodfellow a member of The Institute of 
Chartered Accountants in England and 
Wales has been guilty of acts or defaults 
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discreditable to a member of the Institute 
within the meaning of clause 21 (3) of the 
Supplemental Royal Charter 

(a) In that he between July 1969 and 
December 1971 when trustee of a certain 
Trust failed without good cause within a 
reasonable time to prepare, as he had 
undertaken to do, certain deeds of transfer 
in connection with the said Trust 

(6) And in that he, well knowing that a 
complaint as to his conduct of a pro- 
fessional matter, namely the winding up of 
the affairs of a limited company, had been 
made to the Institute, without good cause 
failed to comply with a requirement of the 
Investigation Committee communicated 
to him on Ist December 1971 that he 
provide that committee with a progress 
report on the case before 25th December 
1971 

(c) And in that he, having in or about 
March 1970 received from a client a 
certificate for 200 Group A Units in the 
Commonwealth Unit Trust Fund, with- 
out good cause failed, despite requests by 
the client and solicitors acting for the 
client, to return the said certificate until 
27th November 1971. 


Finding 
The committee found that the canal 
complaint against Horace Arthur 


Tewksbury Goodfellow, F.c.a., had been 
proved under all headings. 


Decision 


The committee ordered that Horace 
Arthur Tewksbury Goodfellow, F.c.a., of 
Manfield House, 376/379 Strand, Lon- 
don WC2R oLR, be reprimanded. 


4. A formal complaint was preferred by 
the Investigation Committee of the 
Council of the Institute to the Disci- 
plinary Committee of the Council: 

That a member of The Institute of 
Chartered Accountants in England and 
Wales has been guilty of acts or defaults 
discreditable to a member of the Institute 
within the meaning of clause 21 (3) of be 
Supplemental Royal Charter 

(a) In that he during the years 1970 
and-1971 when he was concerned in the 
administration of the estate of a deceased 
person, without good cause failed to 
conduct the administration of the said 
estate with due expedition 

(b) And in that he without good cause 
failed within a reasonable time or at all to 
reply to a letter dated 22nd October 1970 
addressed to him in his professional 
capacity by a firm of solicitors 

(c) And in that he without good cause 
failed within a reasonable time or at all 
to reply to a letter dated 2oth September 
1971 addressed to him by the Institute. 
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Finding 
The committee found that the formal 


complaint had been proved under all 
headings. 


Decision 


The committee ordered that the member 
be reprimanded but the committee 
decided that there existed special cir- 
cumstances justifying the omission of his 


name from the publication of the SE 


and Decision. 


5. A formal complaint was preferred by 
the Investigation Committee of the 
Council of the Institute to the Disci- 
plinary Committee of the Council: 

That a member of The Institute of 
Chartered Accountants in England and 
Wales has been guilty of acts or defaults 
discreditable to.a member of the Institute 
within the meaning of clause 21 (3) of the 
Supplemental Royal Charter 

(a) In that he without good cause 
failed within a reasonable time to reply to 
a letter addressed to him on 16th August 
1971 by the Institute 

(b) And in that he without good cause 
failed within a reasonable time to reply to 
a letter addressed to him on 1st Septem- 
ber 1971 by the Institute 

(c) And in that he without good cause 
failed within a reasonable time to reply 
to a letter addressed to him in his 
professional capacity on 15th July 1971 
by a firm of solicitors 

(d) And.in that he without good cause 
failed within a reasonable time to reply 
to a letter addressed to him on gth 
November 1971 by the Institute. 
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Finding 
The committee found that the formal 
complaint had been proved under all 
headings. 


Decision 


The committee ordered that the member 
be reprimanded but the committee 
decided that there existed special cir- 
cumstances justifying the omission of his 
name from the publication of the Finding 
and Decision. 


6. A formal complaint was preferred by 
the Investigation Committee of the 
Council of the Institute to the Disci- 
plinary Committee of the Council: 

That David Jebaratnam Robert 
formerly a clerk under articles has been 
guilty of criminal offences which accord- 
ing to the criminal law in force as at 
23rd September 1965 would then have 
constituted felonies or misdemeanours 
within the meaning of clause 22 (a) of the 
Supplemental Royal Charter 

In that he on 1st November 1971 was 
convicted on one charge of theft and two 


charges of assault occasioning actual 
bodily harm. 


Finding 

The committee found that the formal 
complaint against David Jebaratnam 
Robert had been proved. 


Decision 

The committee ordered that David 
Jebaratnam Robert, formerly a clerk 
under articles, of Flat 6, 41 Colville 
‘Terrace, London Wir, be declared unfit 
to become a member of the Institute. 


Finding of the Disciplinary Committee of the Council of the Institute at a hearing 
held on 19th October 1971 and Decision of the Appeal Committee of the . 
Council of the Institute at a hearing held on 12th April 1972 


A formal complaint was preferred by the 
Investigation Committee of the Council 
of the Institute to the Disciplinary 
Committee of the Council: 

That Alan James Ince a member of 
The Institute of Chartered Accountants 
in England and Wales has been convicted 
of criminal offences which according 
to the. criminal law in force as at 23rd 
September 1965 would then have con- 
stituted felonies or misdemeanours con- 
trary to clause 21 (2) of the Supplemental 
Royal Charter 

In that he on the roth February 1971 


was convicted on indictment of attempt- 
ing to obtain property by deception. 


Finding 

The Disciplinary Committee found that 
the formal complaint against Alan James 
Ince, A.C.A., had been proved. 


Decision 

The Appeal Committee affirmed the 
Decision of the Disciplinary Committee 
that Alan James Ince, a.c.A., of 66 Hillside 
Road, Ashtead, Surrey, be excluded 
from membership of the Institute. 


Finding of the Disciplinary Committee of the Council of the Institute at a hearing 
held on 16th November 1977 and Decision of the Appeal Committee of the 
Council of the Institute at a hearing held on 12th April 1972 


A formal complaint was preferred by the 
Investigation Committee of the Council 
of the Institute to the Disciplinary 
Committee of the Council: 


That Vijay Kumar Gupta a member of 
The Institute of Chartered Accountants 
in England and Wales has been convicted 


of criminal offenges which according to 


` 
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the criminal law in force as at 23rd 
September 1965 would ther. have con- 
stituted felonies or misdemeanours con- 
trary to clause 21 (2) of the Supplemental 
Royal Charter | 

In that he on 30th July 1971 was 
convicted of the theft of a pair of trousers. 


Finding 
The Disciplinary Committee found that 
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the formal complaint against Vijay 
Kumar Gupta, A.c.A., had been proved. 


Decision 


The Appeal Committee affirmed the 


Decision of the Disciplinary Committee 
that Vijay Kumar Gupta, a.c.a., of 
N-28 Rajouri Gardens, New Delhi — 27, 
be excluded from membership of the 
Institute. 


- Findings and Decisions of the Disciplinary Committee at hearings held on 
4th November 1971 


| Overdue subscriptions 


The Disciplinary Commitzee of the 
Council of the Institute heard formal 
complaints preferred by the Investigation 
Committee of the Council, each to the 
effect that the member corcerned had 
failed to pay within four months of Ist 
January 1971 the subscription then due 
and payable bv him to the Irstitute. The 
committee, having found the complaint 
proved in every case, ordered that the 
members be excluded from mémbership 
of the Institute. The exclusion of 21 of the 
members was revoked by the Council at 
its meetings in December 1971 and 
January 1972. The names of the other 
members are: 


(*indicates Cat the exclusion of the 
member was ~evoked by the Council at 
its meetings ir. March or April 1972). 


Abd El-Motaal, Mostafa Hamdy Bahgat, F.c.a., 
Trinity College, The Univers.ty of Dublin, 
Dublin 2, Eire. i 

Ahmad, Maqboo., F.c.a., 68 KDA Scheme No: 1, 
H. Ibrahim Rahimit-Ullah Foad, Karachi, 
West Pakistan. i PON 

Ahmad, Sajjad, A.C.A., Peer Bazhsh Building, 
Peshawar, West Pakistan. 

Ahmed, Muhammad Bashir, A.C.A. 34 Hemberton 
Road, London SWọ. 

*Akam, Johnson Cyril, A.C.A., 51 Melrose Gardens, 
London W6. 

*Amey, Robert Charles, A.C.A., z6 Crouch Hall 
Road, Crouch End, London N8 

Ashton, Roy Alfred, F.c.a., Box 77, Nassau, 
Bahamas. 


Barrett, Roger Riley, a.c.a., 64 Scuthlands Grove 
West, Riddlesden, Keighley, Yorks 1. 

Barrie, Geoffrey Richard Anthony, A.C.A., 378 
Burton Road, Oakville, Ontario, Canada. 

Basir, Abu Mansor Bin Mohamed, A.C.A., c/o 
Co-operative Bank Malaysia Ltd, 140 Jalan, 
Kuala Lumpur, Malaysia. 

Basunia, Tamjid Hossain, A.C.A.. 32 Childebert 
Road, London SW17. 

Bent, James Stafford, rF.c.a., Saffron Close, 
Chudleigh, Newton Abbot, Devon. 

Boman, Ernest Arthur, F.c.a., Ministry of Trade & 
Industry, PO Box 2071, Kaduna, Nigeria. 

Bridge, Alan Peter, a Ga, ‘Inglem2re’, Mauscough 
Lane, Downholland, near Ormskirk, Lanes. 

*Broadhurst, Earry, Sea, Bsoz2 Emeraldene, 
Aliwal Road, Wynberg, Cape ?rovince, South 
Africa. 

` Broady, Maxim Verdun, A.C.A., 41 Burton Avenue, 
Montreal 6, Cuebec, Canada. 

Brown, Peter Edward, F.c.a., Torre B. Pasaje 
Guell, Paseo de la Bonanova No. 14, Barcelona, 

~ Spain. ° 

Burridge, Nicholas Robert, a.c.a., 2420 Benny 
Crescent, Aps 306, NDG 29, Montreal, PQ, 
Canada. k 


r 


Campbell, William John Archibald, F.s.a.a., PO 
Box 2746, Durban, Natal, South Africa. 

Catterson, John Robert, F.c.a., 310 Coulsdon Road 
Old Coulsdon, Surrey CR3 1EB. 

Cavendish, The Hon. Nicholas Charles, A.C.A., 
National Car Parks, 2 Hyde Park Place, London 


We. 

*Chow, Siang Khung, A.C.A., 1 Thompson Road, 
Ipoh, Malaysia. 

Conder, Alan Gordon, F.c.A., 26 Station Road, 
Thames Ditton, Surrey. 

Cornelius, Jack Frederick, r.c.a., PO Box 192x, 
Cape Town, South Africa. 

Cox, James Rivett,’r.c.a., 73 Tycehurst Hill, 
Loughton, Essex. 

Crawley, Ian Alastair James, A.C.A. ro Burton 
Street, Loughborough, Leicestershire. | 

*Croft, Robart John, A.C.A., PO Box 4300, Nassau 
Bahamas. 

Cureton, Harry Watts, F.c.a., Cuerden Farm, RRz, 
Hillsburgh, Ontario, Canada. 

Currie, Arthur, F.c.A., 261 Great Western Street, 
Manchester 14. 


De Silva, Batotage Robert, F.c.a., PO Box 1296, 
Colombo 1, Ceylon. 

Down, Herbert Edwin, F.c.a., Gillndge, The 
Ridgeway, Triton, near Eastbourne, Sussex. 

Duncan, Kenneth Hugh, Sea, 38 Larkspur 
Terrace, Jesmond, Newcastle upon Tyne. 

Dyson, Richard William, F.c.a., Edgefield, 
Manchester Road, Nelson, Lancs. 


Elgamal, Metwalli Mohamed, F.c.A., 22 Kasr-el-Nil 
Street, Cairo, Egypt. 


. 


Field, Richard Anthony, A.c.A., Hanwell Castle 
Banbury, Oxon. 

Fox, Frederick William, F.C.A., 22 Founders Road, 
Richmond, PO Glenville, Bulawayo, Rhodesia. 
Franks, Jeremy David, F.c.a., Bank of Scotland 

Limited, Bishopsgate, London EC2. 


Gellman, Stephen, A.C.A., 78 Eyre Court, London 
NW8. 


Griffiths, Anthony Nigel Clifton, A.C.A., Beech 
Cottage, Gibsons Hill, London SWIG6. 

Grut, Nils Peter, A.C.A., 41 Paddenswick Roa 
London W6, 

Gupta, Chittajit, A.C.A, No. r Bungalow, 3rd 
Avenue, Evelyn Lodge, Asansol, Bengal, India. 


Hamilton, John Alexander, A.C.A., 1811 Preston 
Place, 30 Alexander Street, Berea, Johannesburg, 
South Africa. 

Hawkwood, John Kevan, B.COM., A.C.A, 37 
Highlands Road, Offerton, Stockport, Cheshire. 


*Hill, Roland Drummond, F.c.a., AA Roslyn 
Avenue, Carrickblacker Road, Portadown, 
Armagh, 


Hodson, Peter John Lea, A.C.A., 157 Kingsway, 


Chandlers Ford, Hants. 

Hopkins, William John, A.C.A., Moorlands Cottage, 
Birch Vale, Stockport, Cheshire. 

Horobin, John Edward, a.c.a., Apollo Hotel, PO 
Box 7041, Kampala, Uganda. 


` 


*James, Robert Anthony, A.C.A., 6 Lorne Road, 
Oxton, Birkenhead, Cheshire. 

Jukes, Richard Wilmot Starr, F.C.A., 
House, Midhurst, Sussex. 


Severals 


a} 
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Kanter, Harold, F.c.a., 31 Claire Court, Woodside 
Avenue, London Nr2. 

Khan, Razi Ullah, a.c.a., Apt 2, 36 Dalton Road, 
Toronto 4, Ontario, Canada. 


*Lucie-Smith, Hugh Heskett Peter, A.C.A., 
` Dorland House, 18-20 Lower Regent Street, 
London SW1. 


Macdonald, Neil John, F.c.a., Fennor Ford Lane, 
Lower Bourne, Farnham, Surrey. 

McLeod, Norman, F.c.a., Armoured Car Service 
(Pty) Ltd, PO Box 8854, Johannesburg, South 
Africa. 

Maher, Leslie Brian, A.C.A., 81 Langham Street, 
Walton, Liverpool 4. 

Malik, Ghulam Hussain, a.c.a., Village Samsani 
Khue, Post Office, Model Town, Lahore, West 
Pakistan. 

Mallik, Prabhat Kumar, A.C.A., 26 Strand Road, 
Calcutta 1, India. 

Min, Myo, A.C.A., 12 Seaforth Lodge, Barnes High 
Street, London SW13. 

Mitchell, Harry Mathew, F.c.a., Oasis Oil Co of 
Libya Inc., PO Box 395, Tripoli, North Africa. 

North, Herbert Gordon, F.c.4., g Northfield Road, 
Blaby, Leicestershire. 


Oman, Kenneth Alfred, r.c.a., Box 1075, Bulawayo, 
Rhodesia. 


Prebble, Barrie, A.C.A., 129 Grove Lane, Coulsdon, 
Surrey CR3 2QF. 


Rao, Kuthethur Rajagopal, a.c.a., 5 Place Ville 
Marie, Montreal 113, Canada, 

Ross, Eric Brockwell, F.c.a., 142 Domain Street, 
South Yarra, Victoria, Australia. 


Samajdar, Buddhader, 
Avenue, London Wọ. 
*Scobie, Jeffrey Ian, A.C.A., 33 Mungo Park Way, 
Chelsfield Lane, Orpington, Kent. 
Scott-Fleming, Angus Crerar, F.c.A., c/o Pfizer 
- International Inc., 800 Second Avenue, New 
York 17, NY, USA. 

Shevlin, Peter Borrowdale Spencer, A.C.A., 22 
Queen’s Crescent, Wallsend, Northumberland. 
Smith, Albert, F.c.a., 3 West Meade, Swinton, 

- Manchester. 

Smith, Gillian Margaret, A.C.A, 3 St Mary’s 
Square, Newmarket, Suffolk. 

Sommer, Michael Stephen, A.C.A, 50 Somerset 
Road, London SWrg. 

Stentiford, Peter Brian, A.c.A., 10 Rider’s Way, 
Etching Hill, Rugeley, Staffs, 

*Stone, Derek, B.A., F.C.A., 2330 Bryant Street, 
Palo Alto, California 94301, USA. 

Subair, Hamzat Abiodum, F.c.a., ro Ondo Street 
West, Ebute-Meta, Lagos, Nigeria. 


A.C.A., 75 Sutherland 


Thomas, Matthew Ford, F.C.A., 12 Vivian Park 
Drive, Port Talbot, Glamorgan. 
a Silwyn, F.c.A., 2 Wolseley Road, London 


Thompson, Harry, F.c.a., 9 Crosshill Road, 
Blackburn, Lancs. 

Tolhurst, Patrick Dermot, F.c.a., Craven Lodge, 
South Ascot, Berks. 

Turnbull, David Alexander, A.c.a., 15 High Street, 
Barlborough, Chesterfield, Derbyshire. 

Turnbull, George, A.C.A, 44 Whickham Street, 
Sunderland, Durham. 

Turner, Ralph Samuel, F.c.a., St Helen’s Down 
Lodge, Hastings, Sussex. 


Varatharajah, Sinnathamby, A.C.A, 46 Leinster 
Gardens, London W2. 

Verity, Kenneth, F.c.a., 47 Moorfield Drive, 
Baildon, Yorks. 


Watson-Smyth, Charles Michael, ¥F.c.a., ‘The 
Willows’, Brook, Godalming, Surrey. 

Watterson, Harold William, F.c.a., 502 Bradgate 
Road, Newtown Linford, Leicester. 

*Westerbeek, Louis Henry Cornelius, 
rr Norfolk Road, Walton-le-Dale, 
PRs 4GB. 

Williams, Leonard, F.c.a., Santiago de Anca 1562, 
Esquina Rivera, Malvin, Montevideo, Uruguay. 


A C.A. $ 
Preston 


Wood, Edward Lawrence Mervyn,  F.C.A., 
es Buckingham Road, Bicester, 
xon. 
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HE ninety-first annual meeting of 

members of The Institute of Char- 
tered Accountants in England and Wales 
was held at Chartered Accountants’ Hall 
yesterday (Wednesday), with the Presi- 
dent, Mr A. H. Walton, F.c.A., in the 
chair. Moving the adoption of the report 
of the Council and the accounts for 1971 
(The Accountant, April 20th) the Presi- 
dent said: 

My statement, included with the report 
and accounts, details the progress of the 
Institute in many spheres of activity 
during 1971 and refers to plans for further 
development in the future. There are, 
however, three matters I wish to com- 
ment on before opening the meeting for 
questions. 

Firstly, further progress has been made 
with the reorganization of the develop- 
ment loan. Seven hundred and fifty thou- 
sand pounds has been repaid from the 
sale of investments and from increased 
overdraft facilities, leaving investments 
with a market value at December 31st of 
£241,000. Five hundred thousand pounds 
has been borrowed on short-term loan for 
five years with repayments of £ 50,000 per 
annum at the end of each year. Negotia- 
tions are currently taking place on a 
proposal that £750,000 should be financed 
by a mortgage repayable over a period of 
25 years, repayments of {£50,000 per 
annum to commence in the eleventh year. 
In 1972 the over-all impact may be a 
small saving on the previous arrangements. 


Value added tax 


Secondly, VAT. The Institute and 
district societies will be holding a 
number of courses and conferences 
throughout the coming months with the 
aim of helping members. It is my under- 
standing that the Institute’s basic activi- 
ties will be ‘exempt’, as the term is used 
in the VAT legislation. This means that 
we shall not have to add ro per cent VAT 
to members’ subscriptions, but of course 
the extra costs for VAT on chargeable 
goods and services which the Institute 
purchases will mean an increase in costs. 
A booklet describing the operation of 
the new tax is in course of preparation. 
Thirdly, it is appropriate when mem- 
bers of the Institute are gathered to- 
gether to make a reference to our 
Benevolent Association — CABA. The 
discontinuance, in 1971, of the Institute’s 
grant of some {£5,000 to CABA was only 
partly due to the financial position at the 
time. In reaching its decision the Council 
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held the view that each individual mem- 
ber should support his Benevolent As- 
sociation, and that it was not the function 
of the Council to discharge this duty on 
behalf of the membership. 

I have accordingly asked all district 
society presidents to help in the organiza- 
tion of a concerted and continuing drive to 
increase the number of subscribers to the 
Benevolent Association. 

Incidentally, if anyone present is not 
already a subscriber, there are, on the 
tables where you signed in, appropriate 
forms for rectifying that omission. 


DISCUSSION 


Mr HALMER Hupson, F.c.a., the first 
speaker from the floor, said that he had 
‘an unpopular task’ which he did not 
enjoy performing. He referred to com- 
plaints about the cost of Institute courses, 
which he alleged were much more 
expensive than those mounted by local 
district societies. 

Comparing the statistics of Institute 
courses in 1971 with those mounted by 
the London and District Society, he 
claimed that London had shown a better 
return in terms of attendance, income and 
profit. The Institute should face the 
problem of reducing the cost of its 
courses by cutting staff, paperwork and 
overheads. 

Replying to Mr Hudson, the President 
claimed that Institute courses were more 
than competitive with those mounted 
by outside concerns. It was necessary to 
run courses on a wide range of subjects, 
some of which were not always as 
popular with members as he might wish. 
The London Society, with some 50 per 
cent of the membership in its catchment 
area, was competing in some respects with 
the Institute. 

Mr Brian A. MAYNARD, M.A., F.C.A., 
thought that Mr Hudson’s views might 
have depressed the 125 members of the 
Institute who at present were giving 
their time and know-how free to create 
new courses. He did not think that there 
was an unreasonable disparity between 
the Institute and the LDS statistics 
allowing for differences of scale. 


Accounting standards 
controversy 


Mr Jack CLAYTON, F.C.A., welcomed the 
turn-around in the financial results but 
claimed that what he described as the 
‘ideological crisis’ within the Institute 


remained and was intensified. He was 
sceptical of the ‘virgin birth’ of the 
Accounting Standards Steering Com- 
mittee ‘which has been ordained to do 
our thinking for us’, and saw a deep 
contradiction between the plea for more 
participation on the one hand and the 
creation, on the other, of ‘a small olig- 
archy who alone are capable of thinking’. 
Such a distinction, he said, could tear 
the Institute apart. 

Leading British companies, he claimed, 
had already rejected SSAP 2; and he 
accused not only the ASSC but also the 
President and the whole Council of 
joining with the Chancellor of the 
Exchequer to support the ‘cut company 
tax’ lobby of the CBI. He foresaw ‘a con- 
spiracy to destroy recommendation N15 
and replace it with a mandatory standard 
based on speculation and conjecture’. 

The President, thanking Mr Clayton 
for his contribution, agreed that it raised 
a serious and important topic on which 
differing views were sincerely held. The 
ASSC, however, was not to be regarded 
as ‘a draconian body, directing what shall 
or shall not be done, under penalty’. 

Mr L. H. TRIMBY, F.c.A., thought 
that the Institute could make an enor- 
mous contribution to the national in- 
terest in the diagnosis and solution of 
inflation. The Treasury, he thought, 
would listen to the Institute where it 
would not listen to other bodies. 


Exclusion of ʻO’ level entry 
a mistake 


Mr H. O. H. Covutson, F.C.A., referring 
to the report of the Special Committee 
on Development Policy [The Accountant, 
February 24th] thought the proposal to 
exclude ‘O’ level candidates from articles 
was a great mistake; some of those who 
went to university were not improved 
thereby. 

The creation of automatic fellowship 
some years ago had been ‘too clever to 
be sensible’, and he favoured keeping 
fellowship related to public practice. He 
agreed also with Mr Clayton that laying 
down accounting standards could destroy 
the independence of the profession. 

The President replied that the examin- 
ation performance of ‘O’ level candidates 
had been ‘significantly lower’ than that of 
‘A’ level and graduate entrants; suitable 
candidates were not, however, barred 
from attaining the Institute’s minimum 
educational standard by an alternative 
route. To have go minimum standard 

` 
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would lead, in his view, to ‘tremendous 
wastage and disappointment’. 

He did not agree with limiting fellow- 
ship to the practising member; it should 
become a recognition of having achieved 
something, whether in practice or in 
industry. All were members, and should 
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all be entitled to the same recognition. 

Mr D. E. F. GREEN, M.B.E., POA, 
declared his support for the ASSC. It 
would be unfortunate, he said, for its 
work to be denigrated in this meeting 
by ‘two distinguished but independent 
members’. 
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On a show of hands the President then 
declared the report and accounts adopted 
by a substantial majority. 

A vote of thanks to the President, 
felicitously proposed by Mr P. W. Allott, 
B.A., F.C.A., Was carried with acclama- 
tion. 





Student 


Roundabout 





INCREASED SUBSCRIPTIONS 
FOR BIRMINGHAM 


AT a recent special meeting of the Bir- 
mingham CASS a resolution was passed 
to raise the subscription rate for ordinary 
members to £5 plus a special levy of £1 
for the year 1971-72. 

Outlining the reasons why the sub- 
scriptions would have to be raised, David 
Hare, the Society’s secretary, said that 
this was due notably to increases in postal 
rates, increased rental charges and the 
effect of inflation on printing and station- 
ery costs. The new increases have been 
approved by the committee of the Senior 
Society and the Institute. 





SOUTH WALES STUDENTS 


The committee of the South Wales and 
Monmouthshire CASS successfully 
countered the discontinuance of its grant 
by the Institute by running a series 
of successful social events, with the 
result that the Society ended the year 
with a surplus, according to its annual 
report. 

With a membership at December 31st 
of 299, and despite a lecture programme 
including topics of both examination and 
general interest, falling attendance figures 
at these meetings have given rise to 
concern. With the obvious need to 
revamp its approach to the services 


the society provides in the area of 
education, the committee is proposing to 
organize a week-end residential course 
in the summer. 

The social highlights of the year 
were a very successful summer barn 
dance (“Roundabout’, August 7th) which 
attracted over 200 members and guests, 
the annual dinner held in September, 
and the dinner dance in December. 

The newly elected committee is pro- 
posing to increase the number of social 
events, and introduce a programme of 
works visits. 


New Officers 


The new President of the Society is 

Mr D. J. F. Winks, F.c.A., a partner in 

the Cardiff office of Peat, Marwick, 

Mitchell & Co, and one who has shown 

much interest in the improvement of 

methods of educating articled clerks. 

Other officers and committee members 

elected for 1972-73 are: 

Chairman: Roger Clyne. 

Secretary/Treasurer: A. Fletcher, 8 Alltmawr 
Road, Cyncoed, Cardiff. 

Social Secretary: Paul Barry. 

Sports Secretary: Roger Watkins. 

Committee: Neil Barker; Derek E. Davies; 
John Dunn; Emile Fernandes; Nigel 
Gibbs; David Lockyer; Steven Pegum; 
Roger Williams, and Brian Woller. 





s: 


Peter Pennington Legh, President of ACASS, and Kevin Lennon, Chairman of the London Students’ Society and Chairman of the ACASS Services 
Board, being received by Mr Percy F. Hughes, Editor-in-Chief and Mr Arthur E. Webb, Editor of The Accountant, on the occasion of the presenta- 
tion of The Accountant Annual Awards at the Mansion House last Thursday. Right. Mr Percy F. Hughes receiving Terry Webb, Secretary of 
ACASS. ° 
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SOUTH-WEST ESSEX AGM 


As already announced under ‘Round- 
about’, the annual general meeting of 
the South-West Essex Branch of the 
London CASS takes place on Wednesday, 
May 24th, at The Angel, 109 High Road, 
Ilford, Essex, at 6.45 p.m. Free refresh- 
ments will be available from 6 p.m. 

The Group’s chairman and secretary, 
David Rosenberg, A.C.A., appeals for 
as many members as well as principals 
to attend the meeting so that they can 
put forward constructive views on the 
future of the Group whose very existence 
is seriously threatened. 


PORTSMOUTH’S NEW 
OFFICERS 


AT the recent annual general meeting of 
the Portsmouth CASS the following 
officers were elected for 1972-73: 


Chairman: Miss P. Cox. 
Vice-Chairman: M. Hounsome. 


Secretary: P. G. Read, c/o Thornton Baker & 
Co, Charter House, Commercial Road, 
Portsmouth POr 2RZ. 


Treasurer: D. J. Chandler. 


Committee: Messrs D. Hedges, P. Gardner, 
and P. Cornborough. 


YOUNG PROFESSIONALS CLUB 
Varied Programme 


GLAMOUR at the Young Professionals 
Club will be seen not only on discotheque 
nights (Fridays) but also at monthly 
committee meetings now that Miss Gay 
Patterson represents physiotherapist 
members on those constructive but 
jolly occasions. Architectural students 
have also made their mark in the shape 
of their representative, Richard Betton- 
Foster, who is keen on encouraging 
serious games like bridge and chess on 
the evenings that are not absorbed by 
the resonance of the discotheque and 
gyrations on the dance floor. Com- 
munications from enthusiastic bridge 
and chess players would therefore be 
most welcome and the Club Secretary, 
John Critchlow, would like to hear 
from them, c/o The Arts Theatre Club, 
Great Newport Street, London WC2. 

With the musical inspiration of tal- 
ented Chris O’Connor there will be a 
Folk Club held on the third Thursday 
of each month, and a Jazz Club on the 
last Thursday. It will be remembered 
that the Taverners meet at the Club 
on the first Thursday and the Club 
Committee on the second. 

Regarding other nights of the week, 
dinner parties are quite often held on 
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Wednesday evenings but there is a 
demand for a discotheque on each 
Wednesday as well as on Friday. Nat- 
urally, as the Club grows — and it is 
growing — there will be more activities. 
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Some things are always available, how- 
ever, such as food (from the cuisine of 
the Arts Theatre Club), drink (from the 
Club’s own bar) and, of course, good 
fellowship. 


Institute/ACASS Meeting 


Important Matters Considered 


MEMBERS of the new ACASS Executive 
attended their first meeting of the 
Institute/ACASS Joint Liaison Com- 
mittee at the Institute on Tuesday of last 
week. 

A wide range of matters was discussed 
and on student/Institute relations, Terry 
Webb, secretary of ACASS, put forward 
the following resolutions: (a) to secure 
representation on the Axticled Clerks and 
Education Committees; (b) to improve 
the standard and amount of training, both 
practical and academic, which members 
receive in articles; (c) to achieve greater 
freedom for members within the frame- 
work of articles; (d) to secure reduction in, 
if not the abolition of, the entry fee for 
Institute membership; and (e) to maintain 
a dialogue between ACASS and the 
Institute on matters of mutual concern. 

Peter Pennington Legh, President of 
ACASS, outlined the intention of ACASS 


to bring to bear a more professional 
approach to the solution of general prob- 
lems affecting articled clerks and to raise 
the status of ACASS to that of a junior 
professional body. 

Mr Douglas Morpeth, T.D., B.COM., 
F.C.A., Deputy President of the Institute, 
reported that student representation on 
the Articled Clerks and Education Com- 
mittees was under consideration. Mr 
F. J. G. Whinney, F.c.A., representing the 
Education Committee, promised a pro- 
gress report on the Joint Steering Com- 
mittee on Education at the next meeting. 

Also emerging from the meeting was 
the desire by ACASS for more flexibility 
in articles — an extension of the prelimin- 
ary period of six months to one year and 
greater facilities for secondment. ‘Terry 
Webb denounced the proposed admission 
fee of {21 and stated that he found the 
suggestion to raise it to £ 50 ‘outrageous’. 





At the Institute/ACASS Joint Liaison Committee meeting last week. Left to right: Derek du Pré, 
Vice-President, ACASS; David Clapham, Chairman, Education Board ; Peter Pennington Legh, 
President of ACASS; Terry Webb, Secretary; Kevin Lennon, Chairman, Services Board and 
Chairman, London CASS; Miss Linda Mitchell, assistant secretary; F. Welburn, Institute 
secretariat: J. S. Heaton, F.C.A., member of the Council; Kenneth Wright, M.A., F.C.A., Vice- 
President; Brian Banks, Articled Clerks Committee; Douglas M&rpeth, T.D., B.Com., F.C.A., 
Deputy President; S. A. Middleton, F.C.A., member of the Council; Peter Duffell, F.C.A., and 


F. J. G. Whinney, F.C.A. 


634 
LETTERS TO ROUNDABOUT 


Students and the Institute 


Sir, — I have recently read the report of 
the President of the Institute and can only 
say hurray for Mr Walton — with reserva- 
tions, perhaps only two cheers instead of 
three. 

I am all in favour of raising the standards 
of education of the Institute. Mr Walton’s 
proposals seem to be fourfold: graduate- 
only entry into articles; more difficult 
examinations; post-qualifying training; 
and, finally, post-qualifying examinations. 

Graduate entry is all very well, but I 
feel the Institute are discounting far too 
easily the level of academic achievement 
gained by those with ‘A’ level GCE passes. 
A’ level standards are also increasing, so 
let that be borne in mind. 

As far as more difficult examinations 
are concerned, show me an articled clerk 
who finds the examinations easy and he 
can be sent to Pergamon - or perhaps 
Rolls-Royce could use him! 

Post-qualifying training is a brilliant, 
but long overdue, innovation which should 
improve standards more than any other 
single recommendation. 

In spite of the Institute’s shaky financial 
situation, I was pleasantly surprised to see 
the great improvement in the recently 
published accounts, until, of course, I see 
they made a sizeable profit on examina- 
tions. 

Now I don’t mind the Institute making 
a profit out of me but I do ask for a bit of 
service when I pay out my hard-earned 
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cash. I make this plea to the Institute on 
their current examination policy: 


(i) Please may we have more notice 
of the venue of examinations, two 
weeks really is not long enough to 
arrange accommodation. 


(ii) Please make the examination venues 
a little more comfortable and con- 
ducive to mental application — the 
ones I and many others have 
attended have been rather grim. 


(iii) Please may we have our results a 
little sooner — our whole future 
depends on them! 


Yours faithfully, 
JOHN P. WHITER. 
Colchester, Essex. 


The Accountants’ Accounts 


SIR, — I read with interest “‘Bystander’s’ 
comment in your edition of April 27th 
on the ‘profit? which the Institute, it is 
alleged, makes out of its articled clerks. 
My first thought was that this particular 
comment was facetious and was intended 
to be so, to the extent that it should be 
ignored. But looking at the contribution as 
a whole I came to the reluctant conclusion 
that he was endeavouring to be serious — 
or at least provocative. Perhaps I have 
fallen for that provocation. 

Briefly, there is a ‘Student and Exami- 
nation Account’. Any surplus or deficit 
is transferred at the end of each year to the 
Chartered Accountants Trust for education 
and research. Any accumulated funds are 
earmarked for use on student and examina- 





Miss Eva Rueba-Staier (Miss World 1969) fulfilled a long-standing pledge at the May meeting 


of The Taverners held last Thursday at the Young Professionals Club, London, when she ad- 
dressed a large audience for an hour in her capacity as ambassadress of the World Wild Life Fund. 
Among some of the statistics she gave on the subject were that only 2,000 Bengal tigers were 
left in the world, all the major ‘spotted cats’ were in grave danger of extinction due to the use 
of their furs for fashion wear, and only 1,500 Vicunas, an attractive lama-type animal of South 
America, remained — their skins were used for men’s wear. Miss Rueba-Staier went on to add that 
if the human race containe@ its own population, wild life would have a chance to co-exist. 

Pictured with her are, /eft to right: Bernard Herbert, James Macdonald, Patrick Smith, Miss 
Andy Main, and Simon Cowley, Vice-Chairman and Treasurer of the Club and Treasurer of the 


Taverners. ° 
Pa 
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tion activities — one could say, therefore, 
that the Institute as such obtains no 
‘benefit’ from a surplus — see note 2 to 
the 1971 Revenue Account. 

In any event the Institute does not make 
£24,000 per annum from examination fees. 
There was a deficit in the student and 
examination account in the three years 
1968-70 and the accumulated fund was 
£5,848 on January Ist, 1971. If there had 
been a deficit in 1971 of the same size as 
1970 the student and examination account 
would have gone into deficit and the 
Institute itself would have had to bear this. 

I suggest that the above may give a 
more true and fair view than is implied (or 
explicitly stated) by the comments of 
‘Bystander’. 

Yours faithfully, 
W. M. ALLEN, T.D., B.A., LL.B. 
SECRETARY, Education, Examination 
and Articled Clerks Committees. 


London EC2. 


BYSTANDER’S COLUMN 
— contributed 


Gallicosity 


EELING somewhat jaded last Friday, 

after a week’s exceptionally tiring 
idleness out on audit, I decided to take 
myself out to dinner. Further I took my 
girl friend, and persuaded a few other 
people to come with their respective 
lovers. So at 7 p.m. some 40 of us set 
off to dinner at Lasserre. 

At 10.30 we arrived. From the Avenue 
Franklin Roosevelt in Paris 8e, the 
facade of Lasserre is unexceptional, but ` 
through the doors and flanked by 
attendants we were swept across the 
marble lobby and up the stairs (no rails 
to hold, just dozens of flowering hydrangea 
bushes). Then in to the main salon 
itself: the electrically powered glass roof 
was open to the warm night air - which 
in Paris smells of Colombian coffee and 
Gitanes cigarettes - and the tables 
gleamed with silver set pieces. Discord 
only broke out when my girl friend 
spotted a couple across the room who 
were having their soup off gold soup- 


plates — our silver seemed distinctly 
cheap after that. 
Three hours later we emerged 


- the 20 men among us each lighter 
by some £30. A long stroll took us to 
St Germain des Prés where one club 
refused to admit us on the grounds that 
we were too old! Over the hill at 21! 

Next morning an encounter with a 
concrete croissant left me with a broken 
tooth, and led me to discover that a 
French dentist’s surgery is more like an 
American psychiatrist’s. 

Now what has all this got to do with 
accountancy? Nothing. Nice, isn’t it? 
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Notes 
and 
Notices 


PROFESSIONAL NOTICES 


ARMITAGE & Norron, Chartered Ac- 
countants, of Leeds, announce that Mr 
DAVID F. CROWTHER, A.C.A., has been 
admitted to the partnership with effect 
from May ist, 1972. 


HAROLD EVERETT, WAND & Co, Char- 
tered Accountants, announce that their 
Southend-on-Sea branch has acquired 
the practice hitherto carried on under the 
style of Kreen TAYLOR & Co, Certified 
Accountants of 179 London Road, 
Southend-on-Sea. The merged practices 
will continue under the style of HAROLD 
EVERETT, WAND & Co from their adjoin- 
ing offices at 1 87 London Road, Southend- 
on-Sea. 


Farr, Rose & Gay, Chartered Ac- 
countants, of Africa House, 64/78 Kings- 
way, London WC2B 6DA, announce the 
retirement of Mr D. F. Gay, F.c.a., as a 
partner on April 30th, 1972. He will 
continue to be available in a consultative 
capacity. 

Farrow, MIDDLETON & Co, Chartered 
Accountants, of 53 New Broad Street, 
London EC2M "IN. announce that Mr 
B. W. VINCENT, M.A., F.C.A., retired from 
the firm on April 8th, 1972, after 38 years 
in practice as a partner in the firm and 
latterly as the senior partner. Mr H. J. 
WILLIAMS, F.C.A., succeeded him as senior 
partner. Mr D. H. Few, c.a., who has 
been a member of the firm for some years 
was admitted a partner on April oth. 


Hawson & Co, Chartered Account- 
ants, of Sheffield, announce with deep 
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regret the death of Mr FRANK HYATT, 
F.C.A., on April 28th, 1972. Mr Hyatt had 
been associated with the firm for 35 years 
and was a partner for more than 20 years. 


PETER Hopkinson & Co, Chartered 
Accountants, in Jersey, announce that 
Messrs T. A. LE SUEUR, M.A., A.C.A., and 
A. J. HIRD, F.c.a., have been admitted as 
additional partners. 


Hopkinson, Hirp & Co, Chartered 
Accountants, in Jersey, announce that Mr 
B. L. WORTH, F.c.A., has been admitted as 
an additional partner. 


Hucues & ALLEN, Chartered Account- 
ants, of Kingsway House, 103 Kingsway, 
London WC2B 6RA, announce that they 
have entered into a close association with 
SooLe & Co, of Sicilian House, Sicilian 
Avenue, London WC1A 2QJ, and have 
formed a new firm with effect from May 
Ist, 1972 which will practise from the 
existing London offices as HUGHES, 
ALLEN, SOOLE & Co, and under the style 
of HUGHES, ALLEN AND, SALISBURY, from 
Woodbridge, Suffolk. The partners of 
the new firm will be Messrs I. JOHNSON, 
F.C.A., J. A. ALLEN, F.c.a., and B. A. 5. 
SOOLE, F.c.A. The existing firms of 
HUGHES & ALLEN and SooLE & Co, will 
continue to practise at their respective 
London and Woodbridge offices and the 
partners of those firms will remain un- 
changed. 

LeecH Perrson Evans & Co, Char- 
tered Accountants, announce that Mr 
R. B. LEECH, M.B.E., T.D., F.C.A., retired 
from the partnership on April 30th, 1972. 
He was a founder of the firm of LEECH 
Evans & Co, and his retirement con- 
cludes 46 years in practice. Mr LEECH 
will remain with the firm in a consultative 
capacity. As from the same date, Mr 8. V. 
MANN, F.C.A. also retires as a partner. He 


‘joined the firm in 1940, being admitted to 


partnership in 1952. 

Macnair, Mason, Evans & Co, Char- 
tered Accountants, of 62 New Broad 
Street, London EC2M "IA. announce 
that Mr GRAHAM N. HALL, F.c.A., was 
admitted to partnership on April 24th, 
1972. 

PANNELL FITZPATRICK & Co, Chartered 
Accountants, of Accra, Ghana, announce 
that they have opened an office at Ghana 
Commercial Bank Building, Tema, 
Ghana, with Mr ADOGLA-BESSA, certified 
accountant, as manager. 
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PATEL, SHAH & Josui, Accountants, 
of PO Box 41684, Nairobi, Kenya, 
announce that Mr Ramesy C. PATEL, 
B.COM., A.C.A., was admitted into partner- 
ship wita effect from October Ist, 1971 
in their Nairobi, Mombasa, Nakuru and 
Eldoret offices. 

E. F. SNELGAR & Co, Chartered Ac- 
countants, announce that Mr IAN 
DONALDSON, F.C.A., became a partner 
on May rst, 1972. Mr Donapson has 
been associated with the firm for some 
time and will initially be involved only 
in the Salisbury practice. 

Viney MERRETTS, Chartered Account- 
ants, announce that Mr L. F. Durman, 
F.C.A., retired from the partnership on 
April 30th, 1972, after some 20 years of 
service; he will be available as a consult- 
ant. They also announce that on May ust, 
Mr A. C. HAMILTON, A.C.A., who was 
articled ir: the firm, became a partner. 


APPOINTMENTS 


Mr Malcolm CG Bell, F.c.a., has been 
appointed financial controller of the De 
La Rue group. 

Mr 5. Vernon Lancaster, F.C.A., J.P., 
has been appointed a non-executive 
director of Old Broad Street Securities, 
the merchant banking arm of United 
Dominions Trust. 


Mr P. J. Newitt, a.c.c.a., chief ac- 
countant of Fiat Tractors, has been 
appointed financial director with effect 
from May Ist, 1972. 

Mr F. D. Perryman, F.c.a., has been 
appointed director of finance of the 
National Coal Board’s Opencast Execu- 
tive. 

Mr Alfred E. Singer, F.c.C.A., F.C.LS., 
finance director of Tesco Stores (Hold- 
ings) has teen appointed deputy manag- 
ing director. 

Mr Derek Stoddard, A.C.A., has been 
appointed financial director and secretary 
of Spear & Jackson Ltd, the industrial 
tools subsidiary of Spear & Jackson 
International, as from July rst, 1972. 

Mr Edwin Taylor, A.C.A., secretary of 
Bomford and Evershed, of Evesham, 
Worcestershire, has been appointed a 
director of the company. Mr ‘Taylor 
joined Bomford’s in July 1968 as chief 
accountant and became company secre- 
tary in January 1970. 


JOHN FOORD & COMPANY 


61 QUEEN’S GARDENS, LONDON W2 3AH 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


01-262 2473-8 
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RETIREMENT OF MR R.B. LEECH 


Mr Redvers Boulton Leech, MES, T.D., 
F.C.A., whose retirement from active 
practice is announced in another column, 
scored a number of notable ‘firs-s’ in the 
course of a distinguished prcfessional 
career extending over 54 years. 

It was in 1915 that he commenced 
articles with the late Mr E. T. Feirson, a 
member of the English Institute’s original 
Council of May 1880. Admitted to 
membership of the Institute in 1923, he 
subsequently founded the firm of Leech 
Evans & Co. He was a founder member, 
and the first chairman, of the Coventry 
Branch of the Birmingham District 
Society of Chartered Accountants — now 
the Warwickshire Society. 

He was also a committee member of 
the Birmingham District Soc:ety from 
1948 to 1968, and its President in 1956- 
57. From 1953 to 1968 he was a member 
of the Council of the Instituze, where 
his appointments included the shairman- 
ship of the Applications Commuttee. 


SOUTH ESSEX VAT COURSE 
AND AGM 


A whole-day course on value added tax 
will be held on May 15th by the South 
Essex Society of Chartered Ascountants 
at Nan’s Pantry, 772 Easterm Avenue, 
Newbury Park, Ilford. Speakers will be 
Mr W. R. Packer, M.A., I.C.A., tax 
manager, Touche Ross & Cc, and Mr 
Paul W. de Vo, B.A. , solicitor, company 
tax department, Baker Sutton & Co, and 
the course is intended to cover the 
appraisal of the principles of VAT and 


its implications when it comes into - 


operation on April rst next year. There 
will therefore be discussion on the 
planning necessary by all types of 
businesses and the accounting problems 
that will be encountered. 

Fee for the course is £8 (stadents £6), 
including synopses of papers, coffee, 
lunch and tea. Applications should be 
made to the Secretary, Scuth Essex 
Society of Chartered Accourtants, 187A 
South Street, Romford, Essex RMr 1QD. 

‘The conclusion of the course will be 
at 5.15 p.m., and at 6 p.m. the fifth 
. annual meetinz of the Society will be 
held. In the report of the committee 
circulated to members it is noteworthy 
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that the parent body (London and Dis- 
trict Society) has-given approval for the 
South Essex Society to proceed to 
District Society status, which it is hoped 
will be obtained next year. 


NORTH LONDON GROUP 


The next meeting of the North London 
Group of Chartered Accountants will be 
held at the Torrington Arms, High Road, 
North Finchley, London Nr2 on Wed- 
nesday evening, May 17th, when Mr 
Keith S. Carmichael, F.C.A., F.T.1.1., will 
enlighten members on the intricaties of 
the Finance Bill 1972. 

Particulars of the activities of the 
group are available on application to the 
Hon. Secretary, Mr A. L. Plumpton, 
F.C.A., at Northway House (5th floor), 
High Road, Whetstone, London N2o 
ol P : 


NATIONAL MANAGEMENT 
GAME 


Sixteen surviving teams from the 744 
entrants who began play last January are 
now taking part in the fourth and semi- 
final round of the 1972 National Manage- 
ment Game, sponsored by the Financial 
Times, The Institute of Chartered Ac- 
countants in England and Wales and 
International Computers Ltd. The four 
winning teams from this round, which 
ends on June 8th, will earn the distinction 
of a place in the ‘live’ final on June 24th, 
to play for the {500 first prize, and quali- 
fication for the International Final to be 
contested in July. 


BEDS, BUCKS AND HERTS 
SOCIETY 


Special Meeting 


The Beds, Bucks and Herts Society of 
Chartered Accountants are holding a 
special ‘Communications’ meeting after 
the annual meeting at the Esso Motor 
Hotel, Dunstable Road, Luton, on May 
22nd, starting at 7.45 p.m. Mr E. K. 
Wright, wa, F.C.A., Vice-President of 
the Institute, will be present to discuss 
with members what the Institute is doing 
for them — whether they are in practice 
or from industry. 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND 
AND WALES 


Members’ Addresses Wanted 


The Secretary of the Institute would be 
glad to know the present addresses of the 
following members of the Institute. The 
town at which the member was last known 
is shown after each name: 

Albinson, Eric, F.c.a., Glyngarth, 

Andrew, John, a.c.a., Norwich. 

Bernard, Keith Murray, a.c.a., Seend. 
Buffery, Paul John, a.c.a., Birmingham. 
Burton, Grenville Clive, A.C.A., London SEz21. 
Cobby, George Edward, F.c.a., Tamworth. 


De Paula, Julian Frederick Jervis, a.c.a., 
Shahpur, near Abadan, Iran. 
Geary, Thomas Stephen, F.s.a.a., London 


SW7. 

Gray, Jack, A.C.A., Nassau. 

Harvey, Henry Hibbitt, ong, F.c.a., Poole. 

Hewitt, Tom, F.c.a., Oldham. 

Hillman, Lloyd, A.C.A., Shrewsbury. 

Isherwood, James Trevor, F.c.a., London Wi. 

Izzard, Alan David, B.A., A.c.a., London N2o. 

Jones, Jack, F.c.a., Ashton-under-Lyne. 

Laughey, Albert Francis, F.c.a., Otley. 

Lovick, Robert Allan, F.c.a., Beckenham. 

Mayhew-Sanders, John Reynolds, M.A., F.C.A., 
Winsford. 

Morris, Harold Tom Kenbam, F.C.A., Liver- 
pool. 

Nicholson, John Sheard, F.c.a., Paignton. 

Ormond, Julian Patrick Selby, B.A., A.C.A., 
London SWr. 

Parkes, John Lancelot, A.C.A., London W2. 

Patel, Chandulal Dalpatbhai, A.C.A., London 
W2. 

Pink, Robért Eric, A.C.A., London Wir. 

Richards, Leslie, F.c.a., Croydon. 

Richardson, Martin Allen, a.c.a., Montreal. 

Robinson, Norman David, A.c.a., Maulden. 

Rubin, Marshall, r.c.a., Hale. 

Salter, Harold, Sea, Salford. 

Scott, Peter Samuel, A.C.A., London SWr. 

Sloan, John Samuel, F.c.a., New York. 

Smart, John Gerard Wernicke, A.c.a., Truro. 

Smith, Trevor Beverley, A.C.A., London W3. 

Thompson, Norcliffe Fourness, B.A., F.C.A., 
Guildford. 

Weatherhogg, William Paul, 
Burton-in-Kendal. 

West, William Price, F.c.A., Leicester. 

Williamson, Abraham, F.c.a., Altrincham. 

Wilmot, Patrick David, LL.B., A.C.A., Zürich, 

Yhap, David, F.c.a., Ontario. 


B.SC., F.C.A., 


ECONOMIC SURVEYS 


Three further booklets in the series of 
annual economic surveys of developments 
and prospects in member countries of the 
Organization for Economic Co-operation 
and Development have recently been 
issued covering France, Switzerland and 
Turkey. Copies of the booklets are 
obtainable from HMSO, price 35p each. 





AN RRC HOME STUDY COURSE provides the simplest answer. Backed by 43 years 
of postal tuition experience and over 205,000 passes, it assures your success in all the 
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V WHY DEAF CHILDREN 
NEED YOUR ` 
CLIENT'S HELP 











J Sei think what it means to be deaf. Particularly to a 
child. 

It cuts them off from other children. It removes them 
from the rough-and-tumble of childhood. It makes it 
hard for them to speak, let alone to hear. 

The National Deaf Children’s Society does what it can 
for deaf children. It helps the parent as well as helping 
the child. It institutes Research. It deals with all 
Government Departments and with Local Authorities 
over the special needs of Deaf Children. 
All this — and much more besides — costs money. When 
you have occasion to give advice about Covenants or 
Legacies, please remember us, and our children. 
And you might like to give just a little bit, yourself. 
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If you’ve 


£50,000 or more © 


to invest. ` 
We can help you. 


With that kind of money you deserve a truly 
professional service. 

At Long, Till & Colvin, we have access to all 
the principal money markets : local authority short 
term and mortgage deposits, sterling certificates of 
depcsit, hire purchase and tndustrial deposits, 
Interbank and discount dealings. 

if you've £50,000 or more to invest, let us 
find the best home for your money at a rate of 
interest it would be difficult to beat. If the thought 
of making your money make more money sounds 
good, get in touch with us. 


Long, Till & 
ColvinLimited ` 


- . 34 King Street, London, E.C.2. 01-606 4080. 


Edinburgh : 031-225 6167. ` 
Manchester: 061-834 9335/8. ` 


A Member of the Clive Group. 
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Investment 





Grasshopper 
Property 
Unit Trust 


are seeking investments secured 
on good quality shop, office ` 
and industrial properties, 

also purchase and leaseback 


Trustee: 


Barclays Bank 


‘Retained Surveyors: 





Hillier Parker 
May & Rowden 
77 Grosvenor St, London WAT 2BT 


Telephone 01-629 7666 


also at oe 
Edinburgh, Sydney and Melbourne 





Trust Company Ltd 


Many hundreds of accountants have found. the right job | 
through this useful service. 


FREE LISTS OF VACANCIES 


will be posted to you, or you can drop in and ~ without any ` 
form filling — study the classified register. Over 500 vacancies 
in PUBLIC PRACTICE, COMMERCE AND INDUSTRY, 

in the U.K. and Overseas offer you the widest choice. 


Public Practice: L. Kelleher, 01-628 4550. 

More than 250 Professional firms utilize our services in the 
engagement of all grades of Audit, Tax and Liquidations 
Staff, Managers, Consultants, Partners, etc. ane for FREE 
LIST of current vacancies. 


LEWIS, COATES & LUCAS LTD 





` LAW STATIONERS ` 
` COMPANY :PRINTERS 
COMPANY AGENTS 


. Draft Memorandum and Articles 
. Supplied by return of post 


Company Seals and Books ` 
_ Notepaper, Bills, etc., printed’ 
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|: Rubber Stamps. Commerce and Industry: M. Farrer, $ 01-628 8860 ' 
A II offi Our client firms operate in every sector of Commerce, 
omce r equisites’ Industry and Finance, and vacancies cover the whole range — 


from Trainee to Financial Dinector, including Consultants 
‘and Specialists. SR 


Temporary Staff: A. Andersz, 01- -628 8207 i 
We often receive inquiries from our clients for qualified and/ 
or experienced Accountants, Consúltants and Book-keepers. 
Terms are much ` better than is usual for temporary 
assignments. i 


EMPLOYERS: Our register of candidates lists hundreds of. 
' accountants and perhaps one. of them is the man you seek. 
To-find out, ring me now, and.I ‘shall reply within the hour. 
. R. Thornhill, 01-628 8869. 


RICHARD OWEN ASSOCIATES - 


24 Finsbury Court, Finsbury Pavement, London EC2A 1HT ë 


| READY-MADE COMPANIES 


[inclusive 
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LONDON EC1. f 


| 01-253 2977/8/ 9 Telex 262687 
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Principals with the 
responsibility for training 
newly articled clerks 


should ensure that the best course of action for 
their newly articled clerks is to enrol with the 
Metropolitan College. | 


All bona fide Principals who are considering the | ` 
postal coaching arrangements for their newly articled -| 
clerks are invited to inspect a copy of the Metro- ` 
politan College Study Manuals, to see for themselves 
that the contents are thoroughly up to date and 
designed specifically to give progressive and care- 
fully graduated instruction, backed by a businesslike 
tutorial service that receives the constant and 
enthusiastic commendation of the students. 


. Please write to the Principal, B. Mendes, B.Sc.Econ., F.C.A., Dept Al, . 
Metropolitan College, St Albans, and we will gladly send you, without . 
charge or obligation, a copy of one of our Study Manuals. 





Metropolitan College unassailable record 
of Examination Successes 


At the professional accountancy examinations, for which the Metropolitan College provides 
Expert Postal Tuition, students from the College have obtained — 


MORE THAN 45,000 PASSES and 
MORE THAN 1,400 DISTINCTIONS 
MEDALS and PRIZES 


Be guided by the experience of others 


TAKE ACTION NOW! Write TODAY for a free copy of 
the College Accountancy Prospectus (stating the examina- 


LINKED PRIVATE STUDIES 
For students who wish to participate in linked oral 


tion in which you are interested) to the Metropolitan 
College (A1), St Albans, or CALL at the London Advisory 
Office, 30 Queen Victoria Street, London EC4N 4SX 
(01—248 6874). After office hours (5 p.m. Monday~Friday) 


and correspondence tuition, the Luton College of ` 


. Technology and Metropolitan College now offer 


these facilities. Please write to: Metropolitan 
College for details of various courses available. 


telephone messages are recorded electronically. 


Metrop olitan College, St. Albans 


Founded 1910 





` Accredited by the Council for the omg of Correspondence Colleges. 
| ‘Member of the Association of British Correspondence Colleges. 
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Accounting for Stocks 


HE impact on Britain’s boardrooms of the latest exposure 

draft from the Accounting Standards Steering Com- 
mittee — ED6 Stocks and Work in Progress — is likely to be 
profound. In advance of publication of the definitive text, 
reproduced in full on other pages of this issue, various com- 
mentators have not hesitated to predict that the new draft 
will provoke controversy on a scale hitherto unprecedented. 

Several reasons for this prediction spring immediately to 
mind. In the first place, the subject-matter of ED6 affects 
a far wider range of companies than do any of its predeces- 
sors. Secondly, and again unlike its predecessors, it has 
direct taxation implications for the majority of companies — 
and the attitude of the Inland Revenue is not at present 
known. Thirdly, it is of direct application to matters 
within the immediate control of the accounting company’s 
board of directors. 

With ‘The Association of Certified Accountants and 
The Institute of Cost and Management Accountants 
now firmly established as full members of the ASSC, the 
recognized professional accountancy bodies face the pros- 
pective conflict with a united front. It will no longer be 
possible to call in question the authority of this or any 
future ASSC publication as ‘attempted dictation’ by a 
single body of accountants; or, save in a tiny minority of 
cases, to seek out an auditor whose own professional 
obligations will not carry him to the point of insisting on a 
potentially embarrassing qualification of the audit report. 

The Inland Revenue, it may confidently be assumed, 
has been called into full consultation from an early stage; 
and whilst its views have not yet been declared, it may be 
that these will not prove unsympathetic. ED6, it will be 
noted, spells out what are regarded as permissible or as 
undesirable practices in the valuation of stock and work in 
progress in considerably closer detail than any previous 
statements have done; to mix our metaphors, it promises 
to shed a welcome beam of light into some hitherto grey 
areas, reducing drastically the number of arguments 
which can be based on ‘commercial acceptability’ or 





‘recognized practice of the trade’. It can hardly have 
escaped the notice of Somerset House that difficulties 
and distortions which may (hypothetically, of course, at 
present) follow the acceptance of ED6 as a definitive 
statement of practice can be dealt with on a transitional 
basis, and may in large measure be compensated by greater 
certainty in the determination of profit in future years. 

One feature on which the new exposure draft lays 
considerable emphasis is that separate assessments of ‘the 
lower of cost or net realizable value’ need to be made for 
each stock item (or, failing this, for each homogeneous 
group or category of items) rather than on a global basis; 
or, in plain terms, that like must be compared with like. 
To do otherwise introduces an unacceptable risk of off- 
setting foreseeable losses on some items against unrealized 
profits on others. Equally, the use of replacement cost as a 
basis of valuation, where this happens to be lower than net 
realizable value, ‘is not regarded as acceptable’, since it 
has the effect of making provision for a loss greater than 
that which may be expected to be incurred. 

Valuation of work in progress on long-term contracts 
has long been, of course, a particular area of difficulty. 
If the profit and loss account is fairly to reflect the level of 
activity throughout the year, rather than the results of 
those contracts which, by the accident of time, have been 
completed during the year, 1t must be accepted as appropri- 
ate for credit to be taken for profit whilst such contracts 
are still in progress. ‘Attributable profit’ for this purpose is 
specifically defined as ‘that fraction of the total profit 
currently estimated to arise over the duration of the 
contract (after allowing for likely increases in costs so far 
as not recoverable under the terms of the contract) which 
fairly reflects the proportion appropriate to the work 
carried out at the accounting date’; and, until the outcome 
of the contract can reasonably be foreseen, ‘attributable 
profit’ will be nil. e 

It is proposed not only that acceptable bases of stock 
valuation should be more precisely defined than has always 
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been the case in the past, but also that the accounting 
policies followed in arriving at the amount at which 
stocks and work in progress are stated should be disclosed 
in the accounts. Such disclosure, furthermore, is to extend 
to the methods used to calculate cost (including overheads) 
or net realizable value ‘if they are material for an under- 
standing of the accounts’. For long-term contracts, the 
separate figures of cost and attributable profit, deductions 
for anticipated losses, further provisions for anticipated 
losses where these exceed tae costs to date De, the un- 
profitable contract on the ‘wrong side’ of the balance sheet) 
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and progress payments received and receivable are to 
be given in the balance sheet. 

It is to be expected that the new proposals will provoke 
a lively discussion, both in the industrial field and in 
practising circles - which, after all, is the whole purpose 
of the exposure draft procedure. In this connection, we 
draw the attention of disputants to the availability of our 
correspondence columns. Once ED6 emerges as a definitive 
standard of practice, it promises to do much to narrow 
what has for long been the most subjective area of many 
sets of published accounts. 


Financial Control in Local Government 


OCAL authorities are now responsible for spending 

some I5 per cent of the nation’s resources. This vast 
responsibility is dischargec in a political climate by a 
large number of local authorities of differing standards 
and traditions, in the absence of a profit motive and in the 
presence of strong political and sectional pressures for the 
expenditure of public monzy. Nor do the harsh realities 
of public affairs, particularly where public money is 
involved, alwezys run as smoothly or as disinterestedly as 
some advocates of theoretical concepts of management 
would have us believe. 

Standards of financial acministration, in these circum- 
stances, are under continu.us pressures and their main- 
tenance cannot be taken for granted. These standards 
cannot be maintained solely by external audit'and external 
checks; their erosion and weakening can occur subtly over 
a period of time without -nfringement of the law or of 
external stewardship accour-ting requirements. 

With these considerations in mind, The Institute of 
Municipal Treasurers and Accountants is pressing strongly 
for the Local Government Finance Bill now before Parlia- 
ment to include specific provisions designed to secure 
sound standards of finarcial administration, and the 
independence and authority of municipal chief financial 
officers. A recent letter from the Secretary of the Institute 
` to the Secretary of State for the Environment declares 
the view of the IMTA Council that developments in the 
management of local authorities, coupled with prospective 
changes in the structure of local government, are liable to 
place the financial integrity of British local government 
unacceptably at risk. 

The IMTA has been pa-ticularly concerned to note the 
prospective abolition of the present statutory requirement 
that local authorities shall appoint specifically as treasurer 
an officer other than the town clerk. To propose such a 
change, it is contended, at a time when the statutory 
position of other functions and other chief officers is being 
safeguarded, ‘cannot båt be taken to mean by many that 
the finance: function is subordinate to other spending 
functions’. Š 


Whilst recognizing that the standards of financial ad- 
ministration for the majority of reorganized local authorities 
are unlikely to be affected in the short term, the IMTA 
questions the position of those authorities in which, 
whether deliberately or by neglect, either the basic tenets 
of good finance are not observed, or the practice — as 
opposed to theory — of management enables a particular 
individual or political party to select, filter or suppress 
financial information. 

The particular safeguards which the IMTA wishes to 


have written into the Local Government Finance Bill 


include the appointment of a chief financial officer, in- 
dependent of other main elements of management, under 
a general public obligation — as indeed at present — to 
maintain the integrity of the financial administration and 
control system, and with a specific public duty not to 
make illegal payments. The chief financial officer should 
have the right of direct communication on financial and 
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accounting matters to all levels of local authority manage- 
ment, and a single committee of the council should have 
responsibility for financial policy and administration. The 
IMTA further favours retention of the present statutory 
provision that power to levy rates and to raise loans cannot 


be delegated by a council. 


Whilst the Institute can fairly claim to have supported the 
general reorganization of local government and, in par- 
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ticular, the improvement of internal corporate management 
processes of local authorities, it rightly stresses, amongst 
the essential virtues of the present system, the financial 
‘integrity of British local government. It is not unreasonable 
to claim that this integrity is internationally respected, and 


any possibility that it could be at risk constitutes cause for 


the public: 


concern for local government, the central government and 





Accountants’ Views on VAT 


1 twelve-month period between publication of the VAT legislation and 
its effective date, it is becoming increasingly apparent, will be none too long 
if VAT is to emerge as a viable tax. A memorandum from the allied accountancy 
bodies to the chairman of the Board of Customs and Excise, reproduced on 
other pages of this issue, sets out a formidable number of items which appear, 
in the interests of the piofession, its clients and its members, to call for some 


clarification of amendment. 
Confirmation has been sought, for 
a start, that the professional functions 
of the accountancy bodies themselves, 
including educational and examina- 
tion activities, are to be regarded as 
‘exempt’; if this is not the official 
view, it could have a serious effect 
upon the various bodies’ finances, 
bearing in mind that subscription 
scales cannot be amended overnight. 
The accountants have joined the 
representations already made by other 
bodies, notably the CBI, that the 
proposed exemption limit from VAT 
is unrealistically low at £5,000 per 
annum turnover, and that this figure 
should be raised to £10,000. On the 
other hand, the already expressed 
view of Customs and Excise on this 
point (The Accountant, April 13th) 
is that a turnover of {10,000 per 
annum could represent, in some trades, 
‘quite a sizeable business’, leading to 
anomalies on either side of the line. 
Importation of enforcement and 
penal clauses, apparently en bloc from 
previous purchase tax legislation, are 
seen in many respects as inappropriate 
to VAT and conducive to substantial 
injustice. The accountants are under- 
standably concerned, for instance, to 
establish that a professional adviser 
acting for a non-resident ‘accountable 
person’ should not for that reason 
alone be affixed with liability for any 
_ tax due from that non-resident. Powers 
of search and security (clauses 32 and 


—— 


37) appear unnecessary, whilst clauses 
3° (3), (s) and (6) appear to introduce 
a highly undesirable category of `ab- 
solute’ offences even in the absence of 
knowledge or an intention to deceive. 
The present requirement that pay- 
ment of the disputed tax must be a 
prerequisite to the right of an ag- 
grieved taxpayer to appear before a 
VAT tribunal (clause 40 (2)) may 
well present some taxpayers with an 
impossible burden and thus lead to a 
denial of justice. Other undesirable 
features at present attaching to these 
tribunals are the power of the 
Treasury, as an interested party, to 
appoint members of tribunals, the 
proposed quorum of one, and the 
absence of any specific provision for 
rights of audience to members of any 
incorporated body of accountants. 


Accounting for the 
Future at Cambridge 


Te single theme for this year’s 
Summer Conference of The In- 
stitute of Chartered Accountants in 
England and Wales at Churchill 
College, Cambridge, will be ‘Ac- 
counting for the Future’. Mr Stanley 
Dixon, M.A., F.C.A., a Past-President 
of the Institute and formerly chairman 
of Midland Tar Distilleries, will be 
in the chair, and the opening address 


is to be given by Mr W. O. Campbell 
Adamson, Director-General of the 
Confederation of British Industry. 
Other distinguished speakers will 
include Mr H. J. Kahn, chairman of 
Fisons’ agricultural division, who 1s 
to speak on the relationship of short- 
term budgetary plans to medium- 
and long-term objectives; Mr W. 
Driscoll, of Hepworth & Grandage 
Ltd, on management training and 
manpower planning; Mr C. R. Shaw, 
F.c.A., of BP’s central development 
planning department, on forward fore- 
casting; Mr Martin Harris, F.c.A., 
a partner in Price Waterhouse & Co, 
on the reporting accountants’s role 
in forecasting ; and Mr H. A. Kitching, 
of Stancliffe Todd & Hodgson, who 
will speak for the investor’s interest. 
Applications from members of the 
Institute to attend the conference, 
which runs from September 13th to 
16th, can now be accepted at the 
offices of the Institute, Chartered Ac- 
countants’ Hall, London ECa2, ac- 
companied by the fee of £40. 


Second Tier for IMTA 


EMBERS of The Institute of 
Municipal Treasurers and Ac- 
countants have given approval, by a 
majority of almost three to one; for 
the creation of a second “Accounting 
Technician’ grade. Voting on this 
proposal was as follows: 
For the resolution 2,486 
Against 942 
The ‘technician’ seas will not be 
corporate members of the IMTA, but 
will be registered with that Institute 
and bound by certain provisions of its 
Royal Charter and by-laws. This 
proposal is one of several changes in- 
cluded in a petition by the IMTA, 
at present before the Privy Council, 
for a Supplemental Charter. 
A letter to members of the IMTA 
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from the Council, recognizing the fear 
that creation of a ‘second stage’ 
membership may damage the In- 
‘stitute’s image and standing in several 
respects, points out that the proposed 


education entry standards for ac- 


counting technicians will not be signifi- 
cantly lower than those that were 
required for full professional mem- 
bership before 1967, and that the 
professional examination of job skill 
will be exacting. It is recognized, 
however, that many members dislike 
the title of “Accounting Technician’, 
and the Council has declared its 
readiness to consider possible alter- 
natives. 

The favourable vote for a two-tier 
structure enables the IMTA Council 
to proceed with the implementation 
of its radical proposals for training 
and education for accountancy in the 
public service, outlined in The Ac- 
countant of September gth, 1971, and 
recently adopted. 


Boardroom Under the 
Microscope 


-T HE title of ‘director’, it must be 
admitted, has a considerable pres- 
tige value, to the extent that a director 
even of a small local or family business 
attracts more attention than the general 
manager of a nationally-known one. 
A recent survev by the British Insti- 
tute of Management of the structure, 
composition and role of the board of 
directors in a sample of some 200 
companies included a variety of ‘status’ 
reasons for board appointments. 

One company chairman, for in- 
stance, reported that his board was 
‘wasting back’ to normal size after a 
series of mergers in which “we collected 
rather more directors than we needed’. 
Diversification of interests, even in 
the absence oz mergers, introduced 
pressures on board size, as each 
product, group or division expected 
to be represented at board level. If 
an executive predecessor in a-certain 
post had served on the board, then he 
too expected to get the board seat on 
succession. 

The survey devotes considerable 
space to the background, role and 
future of non-executive directors; 
whilst favouring in general terms 
the provisions of Sir Brandon Rhys 
Williams’ Companies Bill (The Ze 


THE 


ACCOUNTANT 


countant, December 23rd, 1971), which 
would require companies over a cer- 
tain size to appoint a minimum of 
three non-executive directors, it points 
out that the Bill does not deal with 
the fundamental point of the process of 
appointment. If the function of the 
non-executive director is to be that of 
an informed questioner or candid 
friend, ‘contributing within his own 
area of expertise and asking the 
occasional awkward question, he re- 
quires to be something more than an 
old school pal of the chairman who 
is not going to cause any fuss. 

It is admitted that some executive 
directors found questioning by their 
non-executive colleagues at board 
meetings an irritation — due in part to 
the fact that, in many companies, 
there were continuing informal con- 
tacts between executive directors, so 
that decisions were often ‘cut and 
dried’ before the full board meeting 
as far as the executive directors were 
concerned and were, therefore, diffi- 
cult to reopen or recast at full board 
level. The nuisance value of the non- 
executive director was, however, can- 
didly recognized in one case in the 
phrase ‘we probably think we could 
run a damned good company without 
interference — but we almost certainly 
could not’. | 

The Board of Directors: a survey of 
its structure, composition and role, is 
published by the British Institute of 
Management, Management House, 
Parker Street, London WC2, at the 
price of £3 (plus rop postage), to 
non-collective subscribers. 


Farm Capital Gains 
Extended 


OLLOWING representations from 

interested parties, the Ministry of 
Agriculture has agreed to double the 
time allowed for the submission of 
detailed plans by applicants for farm 
capital grants. The Country Land- 
owners’ Association, in particular, had 
urged the Ministry to extend the time 
limit from six to twelve months 
because of the enormous backlog of 
grant applications that built up before 
the premium rate of grant ended on 
March 18th. 

A spokesman for the CLA said: 
‘We are delighted the Ministry has 
agreed to double the period. This 
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will ease the pressure on farmers and 
landlowners, their professional ad- 
visers, builders and contractors and, 
of course, the Ministry’s own officials 
who have to process the grant ap- 
plications. It will ensure that grant- 
aided buildings and other farm 
improvements are designed and 
constructed to the highest possible 
standards — points to which the CLA 
attaches great importance’. 


Businessmen ‘Too 
Relaxed’ About VAT 


RITISH businessmen were ac- 

cused recently of being ‘too 
relaxed’ about the possible effects ` 
of value added tax. Mr Alfred Purse, 
LL.B., F.C.1.S., President of the Institute 
of Chartered Secretaries and Adminis- 
trators, told a conference in London 
(sponsored jointly by the Institute, 
and by the Institute of ‘Taxation) 
that the choice for businessmen was 
‘forward planning or financial chaos’. 

Referring to the fact that VAT is due 
to come into operation in April next 
year, the President suggested that 
there was a tendency among business- 
men to be too relaxed about the whole 
thing, and to regard it as ‘just another 
tax’ which could be coped with when 
the time came. This, he suggested, 
would not do. VAT would make 
it necessary for most organizations 
engaged in the provision of goods or 
services to review and make very 
considerable changes in their account- 
ing, recording and invoicing pro- 
cedures. 

Unless British businesses started 
planning and training for the tax in 
good time, they would be ‘in trouble. 
The penalties for not being ready with 
their systems on VAT day, for 
misunderstanding the tax or for in- 
efficiency in documentation or account- 
ing, could be severe. 


‘Stimulating’ 
New Zealand Budget 


EW ZEALAND’S forthcoming 

Budget, it was confidently pre- 
dicted last week, would be written 
mainly in terms of the internal 
economy and would aim to stimulate 
spending. 

Speaking recently in Wellington, 
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the New Zealand Minister of Finance, 
the Hon. Robert Muldoon, F.c.a.(N.z.), 
F.C.M.A., said: ‘We have got to liven 
the economy up a little in this year’s 
Budget. Where and how is a very 
close secret, but the aim will be to 
encourage spending. Our external 
position is so good that we’ve plenty 
of room to manoeuvre’. 

Over the past three years, New 
Zealand’s overseas reserves have risen 
from $333 million at March 31st, 
1969, to $629 million today. Overseas 
exchange transactions in March this 
year showed a surplus of $94°8 
million, contrasted with a deficit of 
$39 million on the same account in 
March 1971. From the Budget stand- 
point, New Zealand is in a position to 
stimulate the economy without fear 
of balance of payments problems. 


Entertainment Expenses 
Appeal Fails 


S there a significant distinction 

between the entertaining of the 
consumer of a trader’s products and 
the entertaining of any other individual 
whose co-operation facilitates the pro- 
ductive process? In Associated News- 
papers Group Ltd v. Fleming, the House 
of Lords last week dismissed the 
taxpayer’s appeal from the decision of 
the Court of Appeal (The Accountant, 
July 29th, 1971). 

Lord Reid explained that success 
in the gathering of items of news for 
publication depended largely on the 
establishment of cordial relations with 
a variety of people likely to be able to 
give the kind of information required. 
To that end the newspaper company 
found it necessary to provide at their 
expense entertainment to their in- 
formants in the shape of drinks or 
meals, which in relation to the year 
1965-66 amounted to £67,143. The 
Revenue would have admitted this 
outlay were it not for the rule enacted 
in 1965, now found in section 411 of 
the Taxes Act 1970. 

Nothing in that section is to be taken 
as precluding the deduction of ex- 
penses incurred in, or any claim for 
capital allowances in respect of the use 
of an asset for, the provision by any 
person of anything which it is his 
trade to provide, and which is pro- 
vided by him in the ordinary course 
of that trade for payment or, with the 
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object of advertising to the public 
generally, gratuitously. Lord Reid was 
prepared to say that this subsection 
was so obscure that no meaning could 
be given to it. 

Rejecting the Revenue view that the 
subsection was designed to prevent 
fantastic misinterpretation of the de- 
finition of ‘entertainment’, and the 
company’s contention that expenses 
incurred in the ‘provision’ of things 
which it was its trade to provide would 
include all expenses incidental to or 


wholly and necessarily incurred in all. 


stages of its operations up to the final 
stage of marketing, Lord Reid sug- 
gested that a possible meaning was 
that the subsection related to traders 
whose trade it was to provide the 
means of entertainment. In that event 
those traders would be exempt from 
what is now section 411 in so far as 
any business entertainment they pro- 
vided was confined to supplying to 
their guests such things as meals or 
theatre tickets normally provided by 
them for payment. 

The view of the majority, as 
expressed by Lord Simon of Glaisdale, 
was that subsection 411 (9) did no 
more than assure the deductibility of 
the ordinary trade expenses of the 
entertainment and catering industries. 
It is some consolation that this con- 
clusion accords most closely with that 
generally held since 1965. 


New York Hearings on 
Financial Objectives 


P hearings are this week 
being held in New York by a 
study group of the American In- 
stitute of Certified Public Accountants 
as part of an extensive re-examination 
of the objectives of corporate financial 
statements. The complexity of modern 
business and the changing environ- 
ment in which it operates have been 
said to require a ‘new look’ at the 
nature and purpose of financial state- 
ments, so that they can be made 
increasingly responsive to the present 
and future needs of users of this 
information. 

Investor groups, stock exchanges, 
corporate executives and financial 
analysts as well as leading members of 
the accounting profession will all be 
represented. Headed by Mr Robert 


M. Trueblood, of Chicago, a former ` 
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Institute President, the group consists 
of three practising CPA’s, three deans 
of graduate business schools, a financial 
analyst and a corporate executive. 
Among the areas being explored 
are the applicability of historical cost, 
current values, private and social 
costs and benefits, forecasting and ` 
budgets. Consideration also is being 
given to additional elements of finan- 
cial reports which could be subject to 
attestation by independent auditors. 


Conference in Jersey 


T BRELADE’S BAY, in Jersey, 

has been selected by the London 
and District Society of Chartered 
Accountants for their residential con- 
ference from October 12 to rsth — 
entitled, appropriately enough, “The 
Changing World of the Accountant’. 
Members will travel from and to 
London by scheduled air services, 
and accommodation has been reserved 
at three first-class hotels on the island: 
the Mermaid Hotel, St Brelade’s Bay 
Hotel or (for those wishing to stay 
until October 17th), the Atlantic 
Hotel. 

The States of Jersey, the island’s 
Legislature, is holding a cocktail party 
on Thursday, October 12th, to which 
all’ those attending the conference 
are invited. Mr Colin Powell, Econo- 
mic Adviser to the States, will also 
address the conference on “The im- 
portance of Jersey as a tax haven and 
financial centre’. Other subjects, by 
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nationally-known . speakers, will in- 
clude ‘Accounting principles and re- 
ports’; “The future. of the Institute 
and the profession’; ‘Developments in 
the computer field’; “Taxation — cur- 
rent and future prospects’; and “The 
impact of infiation on financial de- 
cisions’. ‘The conference chairman will 
be Mr Alan Hardcastle, F.c.a., of 
Peat, Marwick, Mitchell & Co. 

The conference fee of {60 for 
participants and £38 for wives or 
other guests accompanying a member 
is inclusive of hotel accommodation, 
economy class air travel, all conference 
facilities or daily sightseeing pro- 
gramme, hotel service charges and 
local transport. Supplementary charges 
within a range of £13 to £1925 
will be made for members remaining 
until October 17th. 
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Applications, accompanied by a 
remittance, should be made to the 
Society’s headquarters at 56 Goswell 
Road, London ECı, and accom- 
modation will be allocated in order of 
application. Members may wish to 
note that on domestic air services, a 
golf bag carried in addition -o a suit- 
case is classed as excess baggage, and 
charged accordingly. 


Questions in Parliament 


COMPARISON ot the civil ser- 
vice staffing needed for the tax 
systems favoured by the pr2sent and 
the previous government is demanded 
in a question to the Chancellor of the 
Exchequer next ‘Tuesday. Mr Sydney 
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worth) asks for an estimate of total 
number of civil servants needed to 
administer VAT and the proposed 
unified income and surtax systems 
with credits, when introduced, and 
how this figure compares with the 
number needed to administer selective 
employment tax, purchase tax, income 
tax and surtax in mid-1970. 

Mr Roy Hughes (Lab., Newport) 
asks how much accrues zo the Revenue 
by not allowing tax relief on graduated 
pension contributions and how much 
the ‘Treasury saves by not allowing 
tax relief on contributions to bona 
fide trade unions. Mr Leslie Huckfield 
(Lab., Nuneaton) asks when the ad- 
ministration of PAYE income tax will 
be completely computerized, and what 
plans the Chancellor has to com- 
puterize other tax schedules. 


Chapman (Con., Birmingharn, Hands- 
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The Victorian Image 


by An Industrious Accountant 


UR society owes an enormous debt to Charles Dickens. 

His brilliant writing lifted the curtain of Victorian 
ignorance to show the sufferings of the helpless in jails, 
schools, law courts, workhouses, thieves’ kitchens, and 
great mansions. When the abuses were known, reform 
followed, gredually but surely. 

Oddly enough, he never wrote of offices. In fact, he 
apparently knew nothing about them. 

I realized this on reading the full heading of one of his 
works lately televised: ‘Dealings with the firm of Dombey 
and Son, wholesale, retail and for exportation’, a title which 
set me skimming its 800-odd pages. How were these 
Victorian offices organized, who kept what records, what 
conventions or rituals were observed? 

Sad to tell, little emerged. The Dombeys were very 
wealthy. On page 2 ‘rivers and seas were formed to float 
their ships, winds blew for or against their enterprises . . . 
they had often dealt in hides’. In Chapter 5 ‘their offices 
were within the liberties of the City of London;’ in Chapter 
7 Dombey considers ‘circulating medium, depreciation of 
currency, paper, bullion, value of precious metals in the 
market, anc so forth’, but only in theory. 

In Chapter 13 there is a reference to an outer office, a 
counting house, and ‘books and papers, and figures bending 
over them, in a studious gloom’. Then, out of the blue, a 
junior is reported , dead in the counting house in the 
Barbados epency and Dombey, after two minutes’ dis- 


cussion. appoints the youthful Walter to replace him, for 
life apparently. Talk about prospects of foreign assignments | 

Of course there are prospects and prospects, for Walter 
doubts very much whether it will lead to advancement; and 
anyhow the good ship Son and Heir sinks a few days out. 

In Caapter 22 there's a heavy post, in various languages, 
for the several departments of the House (a safe generaliza- 
tion far a busy author wanting a technically-sounding 
phraser) and in Chapter 26 a high note is struck: the 
manager asks Mr Dombey to check some balances with 
him. Whether trial, or debtors’, or trade, or weighing 
scales, does not appear. 

Ultimately, Dombey’s collapsed. The manager had 
swindled it, “speculating to his own advantage, leading the 
firm tc prodigious ventures resulting in enormous losses, 
enterirg on undertakings to swell the House’s reputation for 
vast resources, pampering his employer’s ambition, and 
substituting estimates and generalities for facts’. In view 
of this final, particularly obnoxious crime it was a pleasure 
to see ‘the strange faces of accountants, who quickly 
superseded all the old clerks, making so free with the 
great mysteries, the books!’ 

Clezrly the profession took over, as was its custom, at the 
bankraptcy stage, and the ‘outdoor staff’ propitiated the 
head eccountant in order to get a messenzership in a Pae 
Office 

However, if Dickens knew little of balance sheets his eye 
for human nature never failed. The manager’s brother, 
John Carker, young and inexperienced, robbed the firm, 
was found out, and was forgiven. But they put him in the 
lowes- post, without promotion, pay rises, or responsibility, 
reduced to carrying around the letters. They told the other 
emplcyees of his misdeeds, naturally. Shamed and os- 
tracizzd, taunted always by his vicious brother, never 
allowed to forget, he was white-haired, bent and broken 
before his time. | 

On second thoughts, perhaps Dickens was right. The 
test af an office is simply how it treats the helpless. 
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NTRODUCING the business session 

which followed last week’s annual 
meeting of members of The Institute of 
Chartered Accountants in England and 
Wales, Mr H. Gordon Smith, F.c.A., said 
that it would not be possible, in the time 
available, to deal with all the provisions of 
the Finance Bill 1972. Reluctantly, 
therefore, it had been decided not to deal 
at this session with the VAT provisions, 
which were being covered in a number of 
specific courses and conferences else- 
where. Nor would they attempt to 
deal with miscellaneous amendments of 
customs and excise duties. 


Reform of corporation tax 


Speaking on the proposed reform of 
corporation tax, Mr E. C. Meade, F.C.A., 
(Deloitte & Co) said that he had found 
the White Paper ‘Reform of Corporation 
Tax’ to be impressive in its clarity; it was 
a great pity to find such a ‘maze of drafts- 
manese’ when one turned to the Bill 
itself. 

The political decision had now been 
taken to adopt the Inland Revenue’s 
version of the ‘imputation’ system, and 
this would become effective as from two 
different dates. As from April Ist, 1973, 
the new rate of corporation tax, probably 
50 per cent, would apply, together with 
the provisions for credit of advance 
corporation tax actually or notionally 
paid; but deduction of income tax from 
dividends would continue until April 5th, 
1973. On and after April 6th, dividends 
would be payable gross with a credit of 
three-sevenths advance corporation tax. 

He drew attention to the new collection 
machinery set out in Schedule 14 of the 
Bill, which was based on quarterly 
accounting periods. There would be, he 
said, no need in future for a corporation 
tax return corresponding to the present 
form CT 62. 

Accountants would need in future to 
learn a new corporation tax glossary, 
including the terms ‘qualifying distri- 
bution’ and ‘franked payment’ — which 
latter includes the three-sevenths advance 
corporation tax. Treatment of franked 
investment income would be simplified 
by the use of accounting and not fiscal 
periods; surplus FII for an accounting 
period could be carried forward as FII 
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received in the next accounting period, 
and was also available to cover losses, 
management expenses and charges. 

The three-sevenths tax credit would be 
available only to United Kingdom resi- 
dents, and the recipient would be 
required to bring the engrossed distri- 
bution into his taxable income. The 
credit would not be available to non- 
residents except under the provisions of 
a double tax treaty — none of which had 
as yet, of course, been concluded. On the 
other hand, the non-resident would 
receive a dividend with no United 
Kingdom income tax attaching to it. 

The ‘fact of life’ that taxable profits 
were invariably out of line with com- 
mercial profits had now been recognized, 
Mr Meade claimed, by section 80 of the 
Bill. By section 80 (3) the carry back of 
surplus advance corporation tax was 
available only if and to the extent 
claimed by the taxpayer. Advance cor- 
poration tax was available against corpora- 
tion tax on income only (excluding 
chargeable gains) and by virtue of clause 
80 (6) management expenses and other 
deductibles were to be set first against 
chargeable income. 

Payment of dividends within a United 


Kingdom group or consortium of com- 
panies free of corporation tax would not 
differ significantly from present arrange- 
ments; it was uncertain, however, whether 
present elections would be allowed to 
stand or whether they should be renewed. 
Any surrender of surplus advance cor- 
poration tax between companies of a 
group could be made only in a downwards 
direction — i.e., from parent to sub- 
sidiary company, not from subsidiary to 
parent or to a fellow subsidiary. The 
surrender provisions were not available 
to consortium companies. 

Mr Meade drew attention to the 
reduced rate of 40 per cent corporation 
tax for companies in the ‘low profit’ cate- 
gory below £15,000 per annum and the 
tapering provisions for profits in range 
£15,000 to £25,000. He referred to an 
article in The Accountant for May 4th 
which illustrated that the effect of the 
tapering provisions was to charge profits 
in the £15,000 to £25,000 range at an 
effective rate of 65 per cent. 

Dealing with the shortfall provisions 
in Schedule 16 of the Bill, he suggested 
that these were almost putting the clock 
back to the days of surtax apportionment. 
The maximum of estate or trading 
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Mr H. Gordon Smith, F.C.A., centre, who took the chair at the business session; with Mr E. E. 
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The President of the Institute, Mr A. H. Walton, F.C.A., centre, with two members of the 
Council, Mr S. Edgcumbe, J.P., F.C.A., /eft, and Mr S. Kitchen, F.C.A. 


income to be included was now 50 and 
not 60 per cent. Distributions for short- 
fall purposes were defined as dividends 
for the year paid within the year or a 
reasonable time thereafter; this reason- 
able time, he pointed out, had not been 
defined, and it should not necessarily be 
assumed that it would follow the present 
eighteen months’ period. He also drew 
attention to the transitional provisions in 
Schedule 23 of the Bill; though these 
would take a good deal of unravelling, it 
was worth studying them in detail to 
secure the maximum advantage from 
planning dividend payments. 


Mixed bag 


The second speaker, Mr E. E. Ray, 
B.COM., F.C.A. (Spicer and Pegler) said 
that he had been left with the ‘odds and 
ends’ of the Bill. Dealing first with the 
surtax, or higher income tax, provisions, 
he mentioned that a single man would not 
in future pay the higher tax on earned 
income below {6,200 and that the higher 
rates of tax were now known for 1973-74 
but not, apparently, the rate of surtax for 
1972-73. A provision of the Bill little 
highlighted by Government spokesmen 
was that the overall top rate of tax, includ- 
ing the 15 per cent unearned income 
surcharge, would be go per cent, though 
this was alleviated by the quite generous 
exemption of the first £2,000 unearned 
income from surcharge. 

Eligibility for relief in respect of 
interest paid and payable after April 5th, 
1972, would be very much on the pre- 
1969 model, though nof reversion was 
planned to the former system of tax 
deduction at source from interest. 


Amongst the specific exclusions from 
relief were the first £35 of interest per 
annum (other than ‘protected interest’), 
and interest in excess of a reasonable 
commercial rate. It was not clear at what 
point the ‘reasonable’ test should be 
applied, but Mr Ray suggested that 
a rate which was reasonable at the 
time when the relevant agreement was 
concluded would not necessarily be 
disallowed by subsequent changes in 
circumstances. Schedule ro of the Bill 
included anti-avoidance measures and 
safeguards against double relief for 
interest. 

A second major area of the Bill was that 
dealing with share option and incentive 
schemes [The Accountant, April 27th and 
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May 4th]. Sections 74 and 75 and 
Schedule 12 of the Bill had the effect of 
tightening up section 186 of the Taxes 
Act 1970; it should be remembered that 
the Revenue had not hitherto ‘approved’ 
any scheme, and that unapproved schemes 
would have a maximum of seven years to 
run. It should be recognized that pro- 
visions in respect of unapproved schemes 
were penal in intent, and there was an 
obvious need to bring schemes within the 
ambit of Revenue approval. 

The proposals applied to all companies 
alike, whether or not they were quoted 
or close companies. ‘There was some 
reason to think that the provision in 
clause 75 (1) to shares offered ‘in pur- 
suance of a right conferred on him or 
opportunity offered to him as a director 
or employee of that or any body corporate’ 
was wider than the Government had 
originally intended, and might have to be 
more closely defined. 

One condition of an approved scheme 
was that any increase in the number of 
issued shares of the class concerned 
should not exceed 5 per cent of the total 
of that class over a period of ten years 
by virtue of such schemes. They must 
also be available to full-time employees 
only, possibly with a concession in 
respect of employees whose full time was 
made up of part-time services to com- 
panies within the same group. 

Mr Ray also spoke of the new sale and 
leaseback proposals, following the Austin 
Reed case last year. The new restrictions, 
it should be remembered, applied only 
where a lease had less than 50 years to 
run and where the re-lease period was 
for less than 15 years. There was no 
effect on the sale of a freehold with re- 
leasing provisions, nor on the sale of a 
lease where the occupant was moving 
to other premises elsewhere. 





Mr E. C. Meade, F.C.A., speaking on the proposed reform of corporation tax. 
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Professional Education and Training 


Criticism of the English Institute's Proposals 


by H. O. H. COULSON, F.C.A. 


At the annual meeting of The Institute of Chartered Accountants in England and Wales, 
reported in The Accountant /ast week, Mr Coulson raised the question of the merits of 


'O' level candidates for articles. 


In view of the essential brevity of speech on that occasion, Mr Coulson was unable to 
pursue this subject as fully as he would have wished. He has since sent us the following 
up-dated text of the comments he submitted to the Institute in response to the Council's 

eS request for the ‘views of interested parties’ on the proposals in its memorandum, 
u | A Policy for Education and Training. The Council's conclusions on these proposals are ` 


AST August, The Institute of Chartered Accountants in 

England and Wales produced for circulation to its members 
a memorandum under the heading ‘A Policy for Education and 
Training’ [The Accountant, August 12th, 1971]. The Council, it 
was stated, would welcome the views of interested parties. 


Objects of the proposals 


The objects of the proposals are not clearly stated but appear 
to be designed to meet the following paragraphs quoted from the 
memorandum: 


(r) ‘All entrants to the profession must have a sound educational 

base for their professional studies. They will, therefore, 

' either have taken a degree or, after leaving school with ‘A’ 
levels, have followed an approved course of study of one 
academic year (in fact a nine-month course). 

(2) “The professional phase will comprise an integrated pattern 
of education, training, experience and examination to 
provide the entrant with the necessary knowledge and 
experience to become a chartered accountant. 

(3) “Those wishing to practise will be required first to complete 
two years’ post-qualifying experience in the office of a 
member in public practice. 

(4) “Tests of specialist knowledge and experience will be 
introduced at a post-qualifying level and after a date to be 
determined the award of fellowship will be dependent 
upon such a test.’ 


Presumably to meet these objectives, the pianos to which 
reference is made below are now put forward and are dealt with 
under the headings of the objectives listed above. 


Sound educational base 


The minimum standard of entry for the profession was amended, 
as from July Ist, 1971, to at least five passes at the General 
Certificate examinations, including not less than two at ‘A’ 
level at, apparently, any number of attempts, and with the 
former requirement that English language and a mathematical 
subject (with certain variations between ‘O’ and ‘A’ levels 
examinations) should be included. Comment here, therefore, is 
limited to two points: 


(a) These proposals will in no way improve the standard of 
English of entrants to the profession. It is regrettably clear 
that the ability to write, speak and think in English has 
deteriorated since the institution of the GCE examinations. 
It'is worth noting that universities have instituted tests in 
use of English for would-be entrants. Fhe Institute does not 


expected very shortly. 


` SE consider hisi riecessary, although the SE part 
of ‘the output of the profession — whether in industry or. in 
practice — is in reports, the understanding of which is bound 
to be affected if the writers are unable to express themselves 
clearly and unambiguously in what is, in most s 
mother tongue. 


(b) It is also to be noted that, by permitting the five SE to 
be taken at any number of sittings, the Institute is placing 
a high premium upon the skill of teachers in cramming their 
pupils on a narrow front. 


Apparently with some intention to provide hes boni 
educational base’, there is to be a requirement that `students, 
other than graduates, will follow an ‘approved course of study: of 
one academic year’ (in fact a nine-month course). It must be 
assumed that this nine-month course of study will be ot the 
same nature as those courses now being undertaken upon a 
voluntary basis, which have no relation whatever to the standard 
of general education of the entrant. They are an elementary 
attempt to-provide information about professional subjects 
before the student has any opportunity of understanding what 
the subjects are and what he is being taught. To lecture to 
students at this stage of their career, when they have absolutely 
no practical knowledge, has been at all times, and will continue 
to be, a complete waste of their time; but in future they will be 
required to spend nine months in addition to four years’ articles 
before being able to become members of the Institute. In brief, 
therefore, the position of the ‘A’ level pupil will be little, if any, 
better than that of the former ‘O’ level pupil, except that the ‘A’ 
level pupil will be compelled to spend an additional nine months 
in classroom studies — of little value professionally and entirely 
without value or merit educationally — in place of the additional 
practical experience of the ‘O’ level entrant. 

It may be noted, in passing, that the Council appears to 
justify the exclusion of ‘Ò’ level candidates on the grounds that 
these do not show up well in the Institute’s examinations and 
are, by their exclusion, spared the disappointment of failure. 
The Council insists upon treating all ‘O’ level candidates as one 
class, and ignoring the differences between those who pass their 
OU levels at or before the age of 16 — who show results little 
different from ‘A’ level candidates — and the other ‘O’ level 
candidates. As this point has been repeatedly raised with the 
Council and has produced no reply orfevidence upon the point, 
it is hard to escape the conclusion that such evidence might 
prove a stumbling block in achieving the desired ‘all-graduate 
entry’. 
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In the pursuit of an ‘integrated pattern of education’ it is 
proposed to encourage substartial periods of full-time tuition, 
peesumably during the service under articles, ‘integrated with 
private study under tutorial guidance’. (The Council might, 
it is thought, have tired of the word ‘integration’.) It is further 
s-ated that full-time oral tuition is ‘educationally-desirable and 
nore acceptable to entrants of the profession’. 

The only evidence which has been available upon this subject 
is contained in the 1961 report of the Committee on Education 
end Training [The Accountan:, May 6th, 1961] in which the 
Committee stated that it did nct ‘envisage “‘classroom’’ teaching 
as a suitable medium except within the narrowest limits’ and 
‘classroom teaching is generally inappropriate for the examina- 
tion studies of articled clerks’. 1f there is any evidence to support 
the statement that this type of tuition is ‘educationally desirable’, 
$ should be submitted, but "be Council has been extremely 
chary of producing any evicence in support of what must 
~ppear to be a rationalization of its prejudices. | 


Training and experience 


[n a paragraph under this heading it is stated that ‘experience 
and training in the office of a member in public practice will 
>ontinue to be vital to the development of a chartered accountant’. 
Nevertheless, under the propcsals now put forward, the practical 
experience, after allowing for the periods of study leave, 
of leave for oral tuition, for ioliday and illness, is reduced to 
26 months in total for graduates and 34 months for non- 

graduates. The practical experience already currently available 
` is too short, and this makes pn shorter. 

It is a notable example of irability to think clearly, that under 
the heading of ‘Quantity of training and experience’ a paragraph 
is included: “The provisions relating to transferability and 
secondment have still to receive consideration’. This comment 
would seem tc relate entirely to the question of the quality of 
experience dealt with elsewhere in the document. 


Quality of experience 


Under this heading referenc2 is made to even more courses of 
one kind and another which presumably would have to be 
accommodated within the periods of leave for study mentioned 
elsewhere anc. the proposal to produce a standard ‘training’ 
guide. It is to be feared thet this training guide and training 
record will deal largely with classroom courses and tuition of one 
kind and another. There is no evidence that the Council has 
addressed itself at all to the question of the type of experience 
given in various offices or the extent to which the principal is 
able to interest himself and Hs pupil in practical work — which is 
of the first importance — but only to the extent to which firms 
provide courses, seminars ard conferences for members of their 
staff which, whatever their value in promoting a team spirit 


among the staff, are of little if any, educational value and none 


from the point of view of training. 

The Council again refers to ‘the range and complexity of an 
accountant’s work’ which ‘might appear to argue in favour of an 
extended period of training but feels that it is impracticable to 
obtain experience of all aspects of an accountant’s work prior to 
qualification. The practicatility of such experience is certainly 
not improved by the proposed reduction in the time devoted to 
practical experience. 

The requirement that on y those wishing to practise would be 
required first to complete two years’ post-qualifying experi- 
ence in the office of a member in public practice is, of course, 
of limited value; it shoufd be applied to all members who may 
ever wish ta practise, who should be given some such designa- 
tion as fellowship to indicate that they have had this experience 
and are quatified to practise. The proposals to provide for post- 
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qualifying courses in specialist subjects are entirely unsuited to 
members of a profession which tends to be heavily occupied 
with its day-to-day work — as is shown by the lack of use of the 
post-qualification diplomas with which the Institute is already 
concerned. It is fully to be expected that members will not have 
time, in the course of a busy professional and business life, to 
enter for further examinations for the purpose of obtaining 
further paper qualifications, and devoting less and less time to 
the pursuit of their profession and to the obtaining of practical 
experience. 

There is a very real need for a distinguishing mark for the 
accountant qualified and authorized to practise his profession. 
To limit special designations to individuals who have taken 
specialist examinations would defeat the objective and serve no 
great purpose. It is likely that the number of fellowships 
granted on this basis would be very small and would tend to 
have no meaning to the general public at all. In any event the 
unity of the profession would be damaged by the production of 
a number of specialists who, by learning more and more about 
Jess and less, would approach the peak of knowing everything 
about nothing at all! The accountancy profession is essentially a 
general practitioner field, and the need for specialist consultants 
is already adequately met without paper distinctions. 


Examinations 


As is admitted under the heading of ‘Examinations’ it is not 
possible to give experience purely during articled service. 
Clearly, experience can be obtained in a practising office after 
passing the examinations, and that is the right time and place 
to obtain it. Practical experience is not capable of being measured 
upon examinations, the major defect of which is that they cannot 
be as practical as is needed for a practical profession. 

For all the lip service to the toughening of terms of entry, 
the introduction of a system of referral upon one paper in the 
examinations, whatever justification it may have upon humani- 
tarian grounds, is certainly going to make the examinations easier. 

So far as examination dates are concerned, these will never 
be convenient to members in practice as their staff will tend to 
be heavily reduced at the time when examination leave is 
required, The virtual disappearance of the unqualified junior 
and semi-senior staff has meant that their place has been taken 
almost entirely by articled clerks, and an examination pattern 
which will concentrate absences from the office in the three- 
month periods from February to April, April to June, Sep- 
tember to November and October to December in each year, 
especially in the important periods in practice from April to 
June and October to December, will further complicate the 
management of a professional practice and face the keen pupil 
with ‘a divided duty’. 

It is not stated in terms but it would seem fairly obvious that 
the ultimate objective of these proposals — as has been openly 
confessed in the past on behalf of the Council — is the exclusion 
of all but graduate candidates, and a purely graduate profession. 
As from July 1st, 1971, 25 per cent of candidates who were 
neither ‘A’ level GCE nor graduates are refused entry. For all 
the boasted increase in the number of graduates entering 
articles, there still remains 75 per cent who are not graduates, 
and they, again, will ultimately be squeezed out under these 
proposals. The Council is indeed gambling heavily upon the 
continuation of unemployment for graduates if it hopes to fill 
all the ranks with graduates. 

After the experience of the ill-starred integration scheme it, 
may not be unfitting to note that the Council appears, like the 
Bourbons, ‘to have learned nothing and forgotten nothing’. 
It is the more regrettable that these proposals can apparently 
be implemented without the consideration of the generality of 
members of the profession. 
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Interest Relief 


New Finance Bill Provisions 
CONTRIBUTED 


HE Finance Bill confers income tax relief in respect of 

interest paid, subject to disallowance of the first £35 of 
‘unprotected interest’ paid by an individual. The new 
provisions appear as clause 71 and Schedules g to 11, six 
pages in all, and apply as from April 6th, 1972, when the 
provisions introduced in 1970 cease to operate. 

Prior to 1970~71, a payer of ‘annual interest’ could 
deduct income tax at the standard rate and, in so far as the 
interest was paid out of taxed income, he could retain the 
tax so deducted. This was a simple way of giving relief, 
which was also reflected in his surtax computation. There 
was no such general relief for interest which was not 
‘annual’ or ‘yearly’; in other words, ‘short’ interest except 
in a Case I or II computation. However, section 200 of the 
Income Tax Act 1952 provided for relief by way of repay- 
ment in respect of the following categories of interest if 
paid in the United Kingdom: 

(i) interest on an advance from a bank carrying on a bona 
fide banking business in the United Kingdom; and 

(ii) interest (not being yearly interest) payable on an advance 

from a person who (in the opinion of the Board of Inland 
Revenue) was bona fide carrying on, in the United 
Kingdom, 

(a) business as a member of a stock exchange; or 

(b) the business of a discount house. 


As regards (1) the interest could be yearly, but it must have 
been paid in full. In (ü), the interest had to be short. If 
it was paid under deduction, then the payer had to account 
for the tax deducted to the Inland Revenue. 

The Finance Act 1969 ended the general practice of 
deducting tax from interest. It is retained in special cases 
as where interest is paid by a company or to an overseas 
resident, but in any case the tax deducted must be handed 
over to the Inland Revenue. Relief by retaining the tax 
deducted has gone, and clause 71 does not bring it back. 

What clause 71 (r) does do is reintroduce the section 200 
relief (with amendments) and to add to it a new relief in 
respect of ‘annual interest chargeable to tax under Case III 
of Schedule D’. One minor change in the old section 200 
relief is that the Inland Revenue are no longer the final 
arbiters on the question of whether a person is carrying on a 
bona fide business as a stock exchange member or a dis- 
count house. That question is to be decided on the evidence. 

A taxpayer desiring clause 71 (1) relief must claim it, and 
the year of relief is the year of actual payment. What 
constitutes actual payment is a matter which has engaged 
the attention of the Courts on and off for many years. 
Merely capitalizing unpaid interest and charging interest 
upon it does not constitute payment; still less the charging 
of interest in a man’s bank account. Even when the claimant 
can prove payment, relief is confined to a reasonable 
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commercial rate of interest (clause 71 (2)). However, it will 
not be necessary to deal with this when the claim is first 
made. It is for the Inland Revenue to raise the point, which 
will then be decided on the evidence. 

Individual claims, as opposed to retaining tax deducted, 
mean an enormous administrative burden. Apart from 
three categories of ‘protected interest’, the first £35 of 
interest paid in a year will not qualify; thus cutting out 
vast numbers of small claims. This limit is imposed by 
clause 71 (3) which identifies ‘protected interest’ as 
‘interest which would have been eligible for relief under 
sections 57, 60 or 190 of the Taxes Act, other than interest 
on overdrafts’. 

All protected interest is interest on a ‘loan’, but para- 
graph 14 of Schedule 9 provides that for the purposes of 
the schedule the giving of credit for any money due from a 
purchaser under any sale is to be treated as the making of a 
loan to defray money applied by him in making the 
purchase; this corresponds to sections 64 (2) and 190 (4) 
of the Taxes Act 1970 which the Bill repeals. 


Landowner 


The most important category of protected interest is that 
paid by the owner of an estate or interest in land in the 
UK or Irish Republic on a loan to defray money applied: 
(a) in purchasing the estate or interest, or one absorbed into, 
or given up to obtain, the estate or interest; or 
(b) in improving or developing the land, or buildings on the 
land; or i 
(c) in paying off another loan, if interest on that other loan 
would have been protected interest had the loan not been 
paid off (on the assumption, if the loan was free of interest, 
that it carried interest). (Paragraph 1.) 


Paragraph 1 thus closely follows the wording of section 
57 (1) of the Taxes Act which it replaces. Paragraph 2 of 
Schedule o likewise follows section 57 (2) in requiring a 
close nexus between the loan and the application of the ` 
money to the qualifying purpose. 

Sections 57 (3) and (3) (a) (overdrafts for improvements) 
find no echo in Schedule g. Sections 57 (4) to (8) reappear 
as paragraphs 3 to 7 inclusive. Finally section 57 (11) and 
(12) reappear as paragraphs 8 end 9. 


Purchase of plant 


The second category of protected interest is that paid by 

an individual who is a member of a partnership which is 

entitled to capital allowance (or liable to balancing charge) 

in respect of plant belonging to the individual. Provided 

that the interest: 

(i) is on a ‘loan’ to defray money applied as capital ex- 
penditure on the provision of the plant; and 

(ii) is paid in the basis period for the assessment year of the 
capital allowance (or balancing charge); and 

(iii) did not fall due and payable more than three years after 


the end of the year of assessment in. which the debt was 
incurred; i 


then it will be protected interest (paragraph 10). These 
stipulations correspond to section bo (1) of the Taxes Act 
1970. If the plant is used partly for purposes other than the 
partnership business, then only a just and reasonable part 
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of the total interest is protected, having regard to all 
relevant circumstances (paragraph 11, corresponding to 
section 60 (2)). 

The third and final categorr of protected interest is that 
paid by the holder of an office or employment who satisfies 
the following requirements: 

(1) machinery or plant belorging to him is in use for the 
purposes oz the office or employment in a year of assess- 
ment; and 

(it) he is entitled to a capital afowance (or liable to a balancing 
charge) (or would be bu- for some contribution by the 
employer) for that year o7 assessment; and 

(ui) the interest is on a ‘loan’ to defray money applied as 

capital expenditure on the provision of that machinery or 
plant; and 

(iv) the interest does not fall cue and payable more than three 

years after the end of the assessment year in which the 
debt was incurred. (Paragraph 12.) 

Paragraph x3 contains the -amiliar provision for restrict- 
ing the protected part of the interest where the machinery 
oz plant is used partly for pu-poses other than the office or 
employment. Paragraphs 12 and 13 correspond to section 
130 (I), (3) which they replace. 

In the case cf all three cazegories of protected interest, 
paragraph 15 provides that where part only of a debt 
fulfils the conditions laid down by the schedule, ‘such 
proportion of the interest shall be treated as protected 
interest as is equal to the proportion of the debt fulfilling 
those conditions at the time cf the application of the money 
in question’. 


Unprotected interest 
Having defined our protected interest, and excluded it from 


restriction, we must now move to unprotected interest. It is ` 


‘the first £35’ of this interest which clause 75 (3) disqualifies. 
For this purpose, nothing is deducted for any excess over a 
reasonable commercial rate. Suppose that the total interest 
on a loan is {100 but a reasonable commercial rate would 
be £70; i.e., seven-tenths of the rate paid, as follows: 





£ 
'T'otal Interest paid 100-00 
Deduct the first £35 .. 35-00 
65-00 
Deduct excess over a reasonable commercial rate | 
(3/roths of £65) 10:50 
Relief due on £4500 








Clause 71 (4) extends the scope of clause 71 (2) (reason- 
able commercial rate) but only in relation to unprotected 
interest. It is apparently di-ected against a device whereby 
an individual debtor enters into an arrangement with his 
creditor under which interest on a long-term loan is 
bunched into a year when "be individual has a high rate of 
tax. Sub-clause (4) applies where: | 

(i) the individual pays interest in year X on a sum; and 

(ii) all or part of that sum is outstanding in year Y; and 

(iii) the interest at (i) is nct protected; and 

(iv) the total unprotected interest in year Y falls short of £35 

(i:e., before any reftriction under sub-clause (2)). 


Those conditions being satisfied, the “reasonable com- 
mercial rate’ test is to: be applied at (iv) by ignoring the 


ACCOUNTANT 


May 18th, 1972 


smaller rate of interest charged other than in year Y. In 
other words, no credit is given for the fact that the lender 
accepts an uncommercially low rate in other years. How- 
ever, sub-clause (4) is not to cut down the allowable 
interest by more than the shortfall of the unprotected 
interest below £35. 

Interest which falls due in the year X may not in fact be 


paid until year Y, along with the interest due for that year. 


Clause 71 (5) directs that the restrictions imposed by sub- 
clauses (3) and (4) are not to reduce the allowable un- 
protected interest to below. what it would have been if the 
interest had been paid on the due date. 


Double allowance 


Schedule ro to the Bill begins with elaborate provisions 
against double allowance. Paragraph x prohibits the 
‘deduction’, for any of the purposes of the Income Tax 
Acts, of interest in respect-of which clause 71 relief is 
given. Paragraph 4 goes further. It says that where relief 
is given under clause 71 in respect of interest paid in any 
assessment year on any debt or liability : | 

(a) that interest shall not be taken into account in a Case I 

or II computation for any year of assessment; and 

(b) interest on that debt must not be taken into account in that 

computation for any assessment year for which the 
interest paid could have been taken into account but for the 
relief. 

There is considerable overlap between paragraph 1 and 
paragraph 4, the one being taken from section 64 (5) and 
the other from section 57 (10) of the 1970 Act. Paragraph 6 
says that references in paragraph 4 to ‘relief given’ are 
references to a claim which has been finally determined. 

Paragraph 3, also taken from section 57 (10), deals with 
the converse case. If interest on a debt or liability ‘is taken 
into account’ in a Case I or II computation, then no clause 
ot relief is to be given: 

(a) in respect of the payment; or 

(b) in respect of interest on the same debt or liability which 

is paid in any year of assessment for which that computa- - 
tion is relevant. 

Here again the test is applied when the assessment based 
on the computation is finally determined (paragraph 6). 
What paragraph 3 fails to make clear is that it is only where 
the interest is allowed as a deduction that the paragraph 
applies; not when the interest is a receipt in a computation. 
All advances to the same person on one or more current 
accounts are treated as the same debt under paragraphs 
3 and 4. 

Claimants for relief must produce a statement in writing 
by the creditor, which he is bound to supply (paragraphs 
7 and 8) unless he is.a building society, or a local authority 
(paragraph o). No doubt the existing forms 38E-2 (over- 
drafts) and 38E-1 (general) will be adapted for the purpose. 

No relief under clause 71 is available against income 
‘chargeable to corporation tax’ (paragraph 2) which 
presumably means income received by a person chargeable 
to that tax. The word ‘chargeable’, therefore, has a different 
meaning here from the word ‘chargeable’ in the phrase 
‘chargeable to tax under Case III of Schedule D’ in clause 
71 (I) (a). Plainly, relief is given for payments of annual 
interest to building societies which are not charged under 
Case IIT. 
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Value Added Tax 


Memoranda to the Board of Customs and Excise 


The allied accountancy bodies have submitted the two memoranda on value 
added tax reproduced below to the Chairman of the Board of Customs and Excise. 
The first concerns major matters in the Finance Bill 1972 on which clarification 

is sought, or which are thought to require amendment; the second relates to other 


Major Matters 


THE PROFESSIONAL ACCOUNTANCY BODIES 
THEMSELVES 


1 Tax status 


(a) The allied accountancy bodies would be grateful to receive 
an assurance that they are to be regarded as organizations which 
provide the advantages of membership within the meaning of 
clause 45 (i) (c) and are thus entitled to exemption even for 
outputs such as the provision of members’ facilities which, if 
they were the main object of an association, would presumably 
bring it within the scope of sub-clause (1) (b) so as to require 
registration. 


(b) The allied accountancy bodies are active in the field of 
professional education both by the written word and by means 
of courses, seminars and research projects. These activities are 
not carried on primarily for profit but fees are charged for 
courses which are expected at least to break even. Confirmation 
is sought that, irrespective of the status of the allied accountancy 
bodies themselves under clause 45 (i), their educational activities 
would be exempt under Schedule 5, Group 6, items Ir (b) or 3. 
These apply to both students and members. 


(c) As examining bodies, the accountancy bodies conduct 
‘examinations charging fees to candidates to cover the costs 
of the examination sessions. Confirmation is sought that, 
irrespective of the position of the accountancy bodies themselves 
under section 45 (i), such fees would fall within the exemption 
specified in Schedule 5, Group 6, Item 2. 


(d) An opportunity to discuss these matters fully can, it is 
hoped, be taken at the proposed meeting. It will be appreciated 
that subscription income can be increased only with difficulty, 
that is with the approval of a general meeting of members (and 
in the case of the English Institute, with the approval of the 
Privy Council). It is therefore of great importance to the 
accountancy bodies that their tax status, taking into account 
the range of activities they provide, should be settled at an 
early date. 


MATTERS PARTICULARLY AFFECTING 
MEMBERS OF THE ALLIED ACCOUNTANCY 
BODIES 


2 Time of supply 


The allied accountancy bodies would appreciate information 
regarding the regulations to be made prescribing the time of 
supply as applicable to professional accountancy services. For 
example, a firm of accountants acting as auditors and so making 
an annual ‘supply’ at the time the audit report is signed may 
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carry out additional services either of a ‘one-off’ nature (for 
example, a special investigation) or of a more or less continuous 
nature (for example, taxation services). It would make for 
simplicity if such supplies were deemed to take place at the 
time the invoice is rendered or a payment on account thereof is 
made, if earlier. 


3 Place of supply: clause 8; services 


The allied accountancy bodies have noted the exclusion of 
imported services under the EEC directives and that it is not 
the intention of the Commissior.ers to attempt to tax imported 
services at least at the beginning of VAT. They accept this 
position with some hesitation bu: should it lead to distortions of 
competition in the accountancy field they would feel obliged 
to make representations as appropriate. 


4 Rate of tax: clause 9 


The. allied accountancy bodies welcome the adoption of a 
uniform rate of tax over all supplies and assume that the 
Treasury’s powers in sub-clauses (2) (3) are limited to the 
alteration of this rate overall and do not extend to the prescription 
of a variety of rates for different classes of supply. Confirmation 
would be appreciated. 


5 Zero rating and exemptions: clauses 12 and 13 


It is considered that the concepts of exemption and zero rating 
are so fundamental to the tax that powers to vary Schedules 4 
and 5 should not be entrusted to Treasury order, the safe- 
guards in clause 43 (4) notwithstanding. 


6 Groups of companies: clause 21 


In the case of a partnership which has one or more wholly owned 
companies, for example a service company, it appears from 
clause 21 (3) (c) that the various companies can be grouped 
with each other but that the partnership cannot be grouped 
with the companies. If this is so it would seem that the anomaly 
should be removed. 


7 Agents etc.: clause 24 


It 1s submitted that a professional accountant who acts on behalf 
of an accountable person who is not resident in the UK in 
connection with the negotiation of liabilities and in similar 
matters should not for that reason alone be regarded as an agent 
accountable for any tax due by that non-resident. 


8 Collection and enforcement clauses 30 et seq. 
The allied accountancy bodies are partigularly disturbed by the 


enforcement provisions which, whether or not necessary in the 
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fiald of the traditional Customs and Excise duties, appear in- 
appropriate in the case of VAT. We would ask for them to be 
reconsidered and draw particular attention to the following: 


(a) Clause 32. It seems unnecessary for the Customs and 
Excise to be empowered to call for security for the 
payment o: VAT. 

(b) Clause 37. The need for powers of search seem unnecessary 
in the context of this tax. 

(c) Clause 33 `r). We should. like to discuss with you the 
implications of clause 38 (T) for professional accountants. 
Suspected malpractices on the part of a client may come 
to the notice of a member in the course of a professional 
assignmen- and the English and Scottish Institutes have 
issued stetements of guidance appropriate to these 
circumstar.ces. If such a member is to be regarded as 
‘concernec. in’ the fraudulent evasion of tax his position 
would be intolerable as short of informing Customs and 
Excise of his suspicions which would be a breach of his 
professional relationship with his client, he would appear 
to stand in danger of the penalties provided by this clause. 

(d) Clause 38 3). This provision which enables a person to be 
convicted, ‘whether or not the particulars of the offence 
are known,’ appears to introduce a presumption of guilt 
and we wculd regard it as a most unfortunate infringement 
of the liberty of the subject. The accounting bodies 
consider Cat the sub-clause should be removed. j 

(e) Clause 38 (5) and (6). These sub-clauses appear to create 
absolute offences irrespective of whether there is an 
intention to deceive. This is considered highly un- 
desirable. 


9 Appeals: clause 40 


The requirement in clause 40 (2) for the full amount of the duty 
zo be paid before an appeal will lie to the tax tribunal would 
seem to lead to possible denials of justice as it may be impossible 
for the appellant to pay the full amount, if, for example, he is 
alleged to have failed to invoice VAT to his customers. It is 
urged that the tax to be paid as a precondition of appeal should 
be limited to that not in dispute. 


10 Remuneration from offices arising in the course 
of a profession: clause 45 (3) 


The purpose o: clause 45 (3) appears to be to bring within the 
scope of the tax remuneration from offices held by a sole trader 
or partner if the services he supplies arise from carrying on the 
profession. It is frequently the case that a professional man is 
elected to an office (for example a directorship) during the course 
of his career as a ‘trader’ but this is not to say that the office is 
accepted in the course of carrying on the profession. His per- 
sonal attributes rather than his membership of a particular 
trading or prcfessional partnership may be the determinants 
which lead to the appointment. It is therefore suggested that 
an exclusion should be made for remuneration which arises 
from ‘personal’ offices, e.g., those where the remuneration is not 
dealt with in the partnership accounts. 


11 Exempticn: Schedule 5, Group 5 


Confirmation :s sought that the services of a professional man 
who arranges < building society loan or who negotiates a loan or 
debenture would fall within Item 3 of Group 5 of Schedule 5 
(Finance). 


12 Constitution and procedure of tribunals: 
Schedule 6 


(a) It is consicered undesirable in principle that the members of 
Drees "other than the chairman should be appointed by the 
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Treasury. In the view of the allied accountancy bodies, all 
appointments should be made by the Lord Chancellor or the 
appropriate legal authority for Scotland and Northern Ireland. 


(b) It is also considered undesirable that the rules of pro- 
cedures should be made by the Commissioners, that is by one of 
the parties to the appeals. It is submitted that the rules should 
be made by the appropriate legal authority, as (a) above. 


(c) On the precedent of section so (s) of the Taxes Manage- 
ment Act 1970 it is submitted that there should be specific 
authority for members of an incorporated voy of accountants 
to be heard by a tribunal. 


(d) The allied accountancy bodies are goen to note that 
the VAT tribunals may have a quorum of one. This is con- 
sidered undesirable and it is submitted that the quorum should 
be two in all cases. 


(e) It is noted that the rules may make provision for the award 
and recovery of costs. It is submitted that such a provision 
should be unnecessary for tribunals of this nature and that each 
party could reasonably bear his own. 


13 Orders and regulations 

The allied accountancy bodies would appreciate advance 
copies of draft orders and regulations which affect the operation 
of VAT especially in its accounting aspects. They have obliga- 
tions to their members to issue guidance on the operation of this 
novel tax and any assistance which can be given to enable them 
to discharge this obligation in order to facilitate its introduction 
would be welcomed. 


Other Matters 


1 Transitional arrangements: White Paper, 
paragraph 27 

The proposal for the removal of purchase tax a short time before 
VAT is introduced is welcomed. We hope that the periods to be 
fixed will as far as possible take into account the average periods 
of stock-turn for particular trades. 


2 Scope of tax: clause 2 

Confirmation is sought that the present concessions regarding 
customs duty on small purchases by travellers to the UK will 
be extended to VAT. 


3 Deduction of input tax: clause 3 


The allied accountancy bodies have previously submitted that 
on a debt becoming bad, the VAT thereon should be capable of 
deduction as input tax irrespective of the fact that the insolvent 
debtor has himself.offset the tax on his accounting to Customs 


and Excise. They-hope that this submission has been accepted. 


4 Supply: clause 5; and value of supply: clause 12 
In some trades it is the practice for ancillary goods to be supplied 
free as where an appliance is sold and related supplies are made 
without specific charges. Confirmation is sought that the effect 
of clause 10 (5) is that the whole VAT liability will be satisfied 
by charging it on the sale of the appliance and that the so-called 
‘free’ supplies will not be taxable. 


5 Self supply: clause 6 

(a) The allied accountancy bodies would be interested to learn 
whether the regulations foreshadowed in paragraph 24 of the 
White Paper are to apply to all.traders or only to those who are 
partially or wholly exempt. . L 


(6) Clarification of the intention of clause 6 (2)- din be 
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appreciated. For example, if a trader operates a laboratory or 
prepares his own accounts, taxation computations, etc., is it 
proposed to include services of this nature in the proposed 
regulations? 


(c) It is assumed that a trader who makes goods for leasing 
would not be regarded as making a self supply but that the 
rentals only would be subject to VAT in the normal way. 


6 Time of supply: clause 1 


In certain trades it is a trade custom for goods to be supplied 
and invoiced at a later date, for example on the first day of the 
succeeding month or quarter. It is submitted that the regulations 
to be made under clause 7 (4) should take account of this custom 
in the trades in which it at present operates. 


7 Exemptions: clause 13 


(a) It appears to follow from the exemption of land that a trader 
who normally supplies only taxable goods would fall into the 
partially exempt category in the period in which he sells a part 
of his assets, for example, a plot of freehold land. This would 


cause a major distortion of his allowable input tax in that period. - 


It is submitted that on such a transaction the input tax to be 
disallowed should be limited to that on the inputs relating to the 
sale. 


(b) The sale of an asset by an otherwise exempt trader (e 
one whose turnover does not exceed £5,000) may have the 
effect of taking him temporarily out of the exempt category. It is 
therefore submitted that for the purpose of paragraph 1 of 
Schedule 1, taxable supplies should be defined as goods or 
services made in the ordinary course of trade. 


8 Part exchange: clause 14 


Complications may arise in the case of part exchanges especially 
where the VAT treatment of the item given up differs from that 
of the item acquired. Details of the proposed treatment of such 
transactions is sought, bearing in mind that the value of neither 
item may be quantified. 


9 Second-hand goods: clause 14 


The relief provisions appear to be necessary, for example in the 
case of second-hand cars, in order to prevent an anomalous 
situation arising but, as drafted and assuming for the present 
purpose that the maximum relief is given, this method would 
appear to create a further anomaly. 


Example: 
A second-hand car dealer purchases a Triumph zooo from an 
exempt person for £800. If the dealer had acquired such a car 
from a taxable person the price would have been {800+ £80 
VAT= £880. ; 

The dealer’s normal selling price for this car is {goo and apart 
_ from the special relief available this would be increased by VAT 
of £90 to £990. 

The special relief is calculated in the following manner: 























Selling price, excluding VAT goo £900 
f £ £; 
VAT applicable thereto on normal basis — 
IO percent.. ee es es dä OO 
Deduct: Notional input tax (maximum) .. 80 
10 IO 
Selling price, including VAT £910 


Z otu 


It will be apparent that this in itself gives rise to an anomaly 
in that by purchasing from a non-taxable person the dealer is 
entitled to charge his customer {910 compared with the £990 
that would have been necessary had he purchased from another 
taxable person and therefore not been entitled to the special 
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relief. This anomaly might result in dealers purchasing from non- ` 
taxable persons in preference to taxable persons, which is not, 
presumably, the intention behind the legislation. 


10 Application of Customs enactments: clause 17 - 


The accountancy bodies have not been able to discover that the 
Commissioners and their officers are bound to secrecy regarding 
the affairs of individual taxpayers subject only to clause 116 
of the Finance Bill 1972. It is strongly urged that a requirement 
for secrecy should be specifically included in the legislation. 


11 Groups of companies: clause 21 


(a) There appears to be an inconsistency between sub-clauses (s) 
and (6) in that bodies corporate who are to be treated as mem- 
bers of a group are so treated as from the beginning of an 
accounting period whereas for bodies leaving a group the 
termination date is decided by the Commissioners. It is sub- 
mitted that the date of termination should be more specifically 
described. 


(6) It is not uncommon for a small group of companies to 
trade in partnership, i.e., not in the form of a jointly owned 
company. It is submitted that- group registration should be 
available in such cases. 


12 Duty to keep records: clause 34 


It is submitted that the very sweeping powers given to the 
Commissioners by sub-clause 1 should be limited by the in- 
clusion of ‘reasonably’ before ‘require’ in the second line. 


13 Furnishing of information: clause 35 


It is considered that clauses 35 (2) (6) should prescribe the place 
at which documents are to be produced for inspection which we 
would expect to be the place at which they are normally kept. 


14 Vocations and businesses: clause 45 


We ask for a reconsideration of the treatment of a vocation as a 
business. Section 108 1 (a) (ii) ot the Taxes Act 1970 though 
using the term relates to the annual profits or gains arising 
therefrom. We consider that its use in clause 45 (i) is incorrect 
as it appears to have the effect that a vocation remunerated 
entirely by salary would be subjected to VAT, subject to the 
£5,000 exemption. 


15 Conditions of registration: Schedule 1 


(a) Paragraph 6 of Schedule 1 empowers the Commissioners, in 
the circumstances of the paragraph, to impose conditions upon 
the registration. It would be helpful if the intentions of this 
paragraph could be classified. | 


(b) It is considered that the time limit for an application to be 
registered in accordance with Schedule 1, clause 5 is unduly 
short. The decision to apply depends upon the ascertainment of 
turnover and this may not be possible in so short a time. An 
extension to 30 days is therefore suggested. 


(c) It is submitted that the exemption limit of £5,000 is too 
low and if inflation continues will become unrealistic. It is 
submitted that a figure of {10,000 should be substituted. 


16 Value of supply: Schedule 3 


(a) Attention is drawn to what seems an anomaly in paragraph 
4 as compared with clause 10 (2). The reduction to be taken into 
account for early payment applies to the ‘value of the supply’ 
and not to the ‘consideration’ which {s the sum of the value as 
reduced and the tax thereon. The foll6wing example illustrates 
this: v | 























052 
Clause Io (2) Schedule 3 
£ £ 
>re~VAT price 100 Selling price 1095 
‘lash discount, say Cash discount, say 
§ per cent °“ 5 5 per cent 5:475 
Taxable value ... 95 Consideration 104025 
VAT, 10 per cent gs VAT (1/11th) 9:457 
grog: £94568 
~onsideration IOQ'e 


The conflict could be resolved by putting the clause ro (2) 
nterpretation into Schedule 3 thus: | 

(i) In paragraph 3, line — replace ‘consideration. for’ by 

‘value of’; 

(u) In paragraph 4, line 3, -eplace ‘consideration’ by ‘value’. 

(5) The treatment of deferred or quantity rebates appears to 
require clarification. Presumably these may be deducted in 
arriving at the VAT due as and when they are given but con- 
firmation would be appreciated. 
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(c) With regard to paragraph 7, it is now common practice for 
hotel bills to include a percentage service charge. Confirmation 
is sought as to whether such percentages are taxable and their 
treatment under this paragraph. 


17 Zero rating: Schedule 4, Group 7: construction 


(a) Clarification is sought as to the intentions of Items 2 and 3 
of Group 7. Supplies of building materials etc., are presumably 
made to the builder ‘in the course of the construction’. It is not 
clear how the supplier will be aware that the supplies he makes 
are “for construction’ so as to enable him to apply the zero rate. 


(b) Group 8, note r (b). It is considered that the requirement 
for the ‘exportee’ company to be incorporated abroad if the 
service rendered to it is to be zero rated is an unnecessary 
restriction. For example, a company originally registered in the 
UK may subsequently ‘emigrate’ with Treasury consent. 


18 Exemptions: Schedule 5, Group 5: Finance ` 


It is assumed that the wording of Item No. 1 is sufficiently wide 
to include the payment of dividends and interest but confirma- 
tion would be appreciated. 





Taxation 


Cases 





Associated British Maltsters Ltd v. CIR 


In the High Court of Justice (Chancery Division) 
March 22nd, 1972 
(Before Mr Justice BRIGHTMAN) | 
Stamp duty — Conversion of loan stock — Unsecured loan stock 
— Debenture stock with floating charge — Whether an issue of 
loan capital — Finance Act 1€99, section 8 — Finance Act 1907, 
section IO. | 
In 1959 the company executed a trust deed constituting {1 
million of 6 per cent unsecured loan stock 1979-84. By clause 2 
of the trust deed the compary covenanted to pay the principal 
and interest in 1984 or on such earlier date as the money owing 
should become payable under the provisions of the deed, and 
would pay the interest by helf-yearly instalments. In 1962 the 
company executed another trust deed in favour of the same 
trustees constituting £1,500,900 of Dé per cent unsecured loan 
stock 1982-87. This deed was in the same form as the 1959 deed. 
In 1967 the company circu-arized its stockholders to the effect 
that these unsecured loan stocks, so far as they related to 
borrowings, were not approp-iate to the changed circumstances 
of the group's business. It was proposed to relax certain re- 
strictions on borrowing and to convert the loan stocks. “To effect 
this conversion it is proposed to convene meetings of the 
holders of the 6 per cent stock and 6} per cent stock to pass 
resolutions whereby their existing stocks would be converted 
into 6 per cent, debenture s-ock 1979-84 and Gë per cent de- 
benture stock 1982-87 respectively, and they would receive ros 
in cash for every {100 nominal of stock, fractions being ignored. 
On conversion the stocks hin be secured by first floating charges 
on- the undertakings and’assets of the company and two wholly- 
owned subsidiaries ..%. This proposal was duly carried out. 


The Commissioners of Inland Revenue assessed the company 
to ad valorem stamp duty at the rate of ros per £ roo, less gs 6d 
per {100 relief under the Finance Act 1907, section 10. The 
company contended that the operations in question did not 
produce fresh issues of loan capital, but were conversions of the 
previously existing loan capital. 

Held: The Commissioners’ decision was correct. 


McMann v. Shaw ` 


In the High Court of Justice (Chancery Division) 
March 15th, 1972 
(Before Mr Justice UNGorD-THomas) 


Income tax — Compensation payments for loss of employment — 
Whether in Schedule E or Case IH of Schedule D — Finance Act 
1922, section I8 — Finance Act 1932, section 17 — Local Govern- 
ment Act 1963, section 85 — Local Government (Compensation) 
Regulations 1964 — Income Tax Act 1952, secticns 122, 123, 156, 
376, Schedule E, paragraph 2 — Finance Act 2960, sections 37, 
38 (3). 

The taxpayer had been the borough treasurer of Southall, and 
was transferred to the new Borough of Ealing as a consultant. 
After two years’ consultancy work, his employment by Ealing 
Borough ended. Compensation payments in the sum of £1,634 
were made to him for each of the years 1968-69 and 1969-70, 
and in the latter year he qualified for a pension. 

By paragraph 13 of the Local Government (Compensation) 
Regulations 1964, claims for compensation ‘shall in all respects 
be treated as claims for such compensation for the loss of 
emoluments occasioned thereby’. Paragraph 15 (6) provides for 
compensation being paid ‘at intervals equivalent to those at 
which the emoluments of his employment were previously 
paid, or at such intervals as may be agreed between the claimant 
and the compensating authority’. 

It was contended for the Revenue that the compensation 
payments were assessable under Case III of Schedule D. It was 
contended for the taxpayer that they were assessable under 
Schedule E, but were exempted from tax by virtue of section 
38 (3) of the Finance Act 1960, because they did not exceed 
£5,000. The General Commissioners decided in favour of the 
taxpayer. 

Held: the payments were assessable under Case III of 
Schedule D. 
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< Stocks and Work in Progress 


No area of accounting has produced wider differences in practice than the computation 
of the amount at which stocks and work in progress are stated in financial accounts. 

. This Statement of Standard Accounting Practice seeks to define the practices, to narrow 
the differences and variations in those practices, and to ensure adequate disclosure in the 


PART 1 — EXPLANATORY NOTE 


introduction 


HE determination of profit for an accounting year! requires 

the matching of costs with related revenues. The cost of 
unsold or unconsumed stocks and work in progress will have 
been incurred in the expectation of future revenue, and when 
this will not arise until a later year, it is appropriate to carry 
forward this cost to be matched with the revenue when it 
arises; the applicable concept is the matching of cost and 
revenue in the year in which the revenue arises rather than in 
the year in which the cost is incurred. If there is no reasonable 
expectation of sufficient future revenue to cover cost incurred 
(e.g., as a result of deterioration, obsolescence or a change in 
demand), the irrecoverable cost should be charged to revenue 
in the year under review. Thus, stocks and work in progress 
need to be stated at cost, or, if lower, at net realizable value. 


2. The comparison of cost and net realizable value needs to 
be made in respect of each item of stock separately. Where this 
is impracticable, groups or categories of stock items which are 
similar will need to be taken together. To compare the total 
realizable value of stocks with the total cost could result in an 
unacceptable setting off of foreseeable losses against unrealized 
profits. | 


3. In order to match costs and revenue, ‘cost’ of stocks and 
work in progress needs to include all expenditure which has 
been incurred in bringing the product or service to its present 
location and condition. Such costs will include all related over- 
heads, even though these may accrue on a time basis. 


4. The methods used in allocating costs to stocks and work in 
progress need to be selected with a view to providing the fairest 
possible approximation to the expenditure actually incurred in 
bringing the product to its present location and condition. For 
example, in the case of retail stores holding a large number of 
rapidly changing individual items, stocks on the shelves have 
often been stated at current selling prices less the normal gross 
profit margin. In these particular circumstances this may be 
acceptable as being the only practical method of arriving at a 
figure which approximates to cost. 


Net realizable value 


s. Net realizable value is the amount at which it is expected 
that items of stocks and work in progress can be disposed of 
without creating either profit or loss in the year of sale, Le, 
the estimated proceeds of sale less all further costs to completion 


and less all costs to be incurred in distributing, marketing and 
selling. 


1 In this statement ‘year’ should be taken to denote any period for 
which financial statements are prepared and references to the profits of 
such years should be taken to include losses where appropriate. 


accounts. 


Replacement cost 


6. Items of stocks and work in progress have sometimes been 
stated in accounts at replacement cost where this is lower than 
net realizable value. The effect is to take account of a loss greater 
than that which is expected to Ee incurred and accordingly the 
use of replacement cost is not regarded as acceptable. 


Long-term contract work in progress 


7. Separate consideration needs to be given to work in progress 
arising from long-term contracts. Owing to the length of time 
taken to complete such contracts, to defer taking profit into 
account until completion would result in the profit and loss. 
account reflecting not so much a fair view of the activity of the 
company during the year but rather the results relating to 
contracts which have, by the accident of time, been completed ` 
by the year-end, In principle, therefore, it is appropriate to take 

credit for profit while contracts are in progress. 


8. The profit taken up needs to reflect the proportion of the 
work carried out at the accounting date and to take into account 
any known inequalities of profitability in the different stages of 
the contract. However, profit should not be taken up until the 
outcome of the contract can reasonably be foreseen, and even 
then the judgement involved should be exercised with prudence. 


o. If, however, it is expected that there will be a loss on the 
contract as a whole, provision needs to be made, in accordance 
with the prudence concept, for the whole loss as soon as it is 
recognized. Where the unprofitable contracts are of such 
magnitude that they can be expected to absorb a considerable 
part of the company’s capacity for a substantial period, related 
administration overheads to be incurred during the period to 
the completion of those contracts ought to be included in the 
calculation of the provision for losses. 


10. Thus long-term contract work in progress should be stated 
in accounts at cost plus attributable profit less anticipated losses. 


Disclosure in accounts 


rI. In order to give an adequate explanation of the affairs of 
the company the accounting policies followed in arriving at the 
amount at which stocks and work in progress are stated in the 
accounts should be set out in a note. Where differing bases 
have been adopted for different types of stocks and work in 
progress the amount included in the accounts in respect of each 
type will need to be stated. 


12. In the case of long-term contract work in progress the 
terms of the contract usually involve progress payments which 
reduce the amount at which the contract is stated in the ac- 
counts. The financial position of a &mpany may be materially 
dependent on the outcome of sudh contracts despite this 
lessening of their apparent significance. T'he related note should; 


. 
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therefore, contain details of the amounts of cost, attributable 
profit, anticipated losses and progress payments received and 
receivable included in that amount. The amount of profit or 
loss arising from. long-term contracts needs to be disclosed, 
indicating particularly any material profits and losses on con- 
tracts treated as completed in prior years and the net amount 
provided in the year for anticipated losses. 


Further practical considerations 


13. The basic considerations which must be taken into account 
in determining costs and net realizable value in relation to stocks 
and work in progress are set out in Parts 2 and 3 of this state- 
ment. The majority of problems which arise in practice in 
determining both the cost and the net realizable value of stocks 
and work in progress result from considerations which are 
relevant to particular businesses and are not of such universal 
application that they can be the subject of a statement of 
standard accounting practice. Accordingly Appendix I sets out 
in more detail some general guidelines which may be of assist- 
ance in determining cost and net realizable value and in 
identifying those situations in which net realizable value is 
likely to be less than cost. Appendix 1 also-sets out considerations 
which need to be borne in mind in calculating the amount of 
profit to be taken into account in respect of long-term contracts. 


PART 2-— DEFINITION OF TERMS 


14. The following definitions of terms are used for the purpose 
of this statement. 


15. Stocks and work in progress comprise: 
(a) goods or other assets purchased for resale; 
(6) consumable stores; 


(c) raw materials and components purchased for incorpora- 
tion into products for sale; 


(d) products and services in intermediate stages of completion; 
(e) finished goods; 
(f) maturing stocks. 


_ 16. Cost is defined in relation to the different categories of 

stocks and work in progress as being all that expenditure which 
has been incurred in bringing the product or service to its pres- 
ent location and condition. This expenditure should include, 
in addition to cost of purchase, such costs of conversion (includ- 
ing related overheads) as are appropriate to that location and 
condition. 


17. Cost of purchase comprises purchase price including im- 
port duties, transport and handling costs and any other directly 
attributable costs less trade discounts, rebates and subsidies. 


18. Cost of conversion in all cases comprises: 


(a) costs which are specifically attributable to units of produc- 
tion, i.e., direct labour, direct expenses (including 
depreciation) and subcontracted work; i 


(b) production overheads based on the normal level of activity, 
- taking one year with another; 


(c) other overheads attributable in the particular circum- 
stances cf the business to bringing the product, or service 
to its present location and condition; for example, overheads 
relating to the custody of maturing stocks, and design 
and selling costs relating to products manufactured to 
customer’s specification. 


19. Production overheads: overheads incurred in supplying 
or controlling materials, Jour or services for production. For 
this purpose each overh€ad should be classified according to 
function (e.g., production, selling or administration) so as to 
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ensure the inclusion in cost of conversion of the full proportion 
of overheads relating to production, notwithstanding that these 
may accrue wholly or partly on a time basis. 


20. Net realizable value: the estimated selling price (net of 
trade discounts but before deducting settlement discounts), less 
all further costs to completion and less all costs to be incurred in 
marketing, distributing and selling but without deduction for 
administration. 


21. Long-term contract: a contract entered into for manufac- 
ture or building of a single substantial entity or the provision 
of a service where the time taken to manufacture, build or 
provide is such that a substantial proportion of all such contract 
work will normally extend for a period exceeding a year. 


22. Completed long-term contract: a long-term contract on 
which no further work, apart from maintenance work, is 
expected to take place. 


23. Attributable profit: that fraction of the total profit cur- 
rently estimated to arise over the duration of the contract (after 
allowing for likely increases in costs so far as not recoverable 
under the terms of the contract) which fairly reflects the pro- 
portion appropriate to the work carried out at the accounting 
date. (Until the outcome of the contract can reasonably be 
foreseen, attributable profit should be taken as nil.) 


24. Antictpated losses: losses which are currently estimated to 
arise over the duration of the contract (after allowing for esti- 
mated remedial and maintenance costs, and increases in costs 
so far as not recoverable under the terms of the contract); 
calculated without reference to: 


(a) whether or not work has yet commenced on such con- 
tracts; 


(b) the proportion of work carried out at the accounting date; 
(c) the amount of profits expected to arise on other contracts. 


PART 3— PROPOSED STANDARD 
ACCOUNTING PRACTICE 


25. The expressions used in this Statement of Standard 
Accounting Practice are defined in Part 2. 


26. The amount at which stocks and work in progress are 
stated in periodic financial statements should be: 


(a) the total of the lower of cost and net realizable value of 
the separate items of stock or of groups of similar stock 
items; 

(b) in the case of long-term contract work in progress, cost 
plus attributable profit, less anticipated losses. If antici- 
pated losses on individual contracts exceed cost incurred 
to date, such excesses should be separately shown as 
provisions. 


Disclosure in financial statements 


27. There should be disclosed the accounting policies followed 
in arriving at the amount at which stocks and work in progress 
are stated. Such stocks and work in progress are thus generally 
stated; 


(a) at the lower of cost and net realizable value; 
and where there is long-term contract work in progress: 


(b) at cost, plus attributable profit, less anticipated losses. 


The methods which have been used to calculate cost (including 
overheads) and to arrive at net realizable value should be stated 
if they are material for an understanding of the accounts. 


28. In relation to long-term contracts the following additional 
information should be given: 
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Balance sheet 


(a) the separate amounts included in respect of cost and 
attributable profit; 


(6) the amount deducted in respect of anticipated losses; 


(c) the further amount provided for anticipated losses on 
those contracts where the total anticipated losses exceed 
the costs to date; 


(d) cash received and receivable at the accounting date as 
progress payments on account of contracts. 


Profit and loss account 


The amount of profit or loss arising from long-term contracts 
distinguishing between: 
(i) the net amount provided in the year for anticipated 
losses; 


(ii) the profits less losses relating to contracts which had 
been treated as completed at the close of the preceding 
financial year; 


(iii) other profits and losses on long-term contracts. 


29. The accounting practices set out in this statement should 
be adopted as soon as possible and regarded as standard in 
respect of accounts relating to periods starting on or after 


January ist, 1973." 


Appendix 7 


The appendices are for general guidance and do not form part of 
the proposed standard accounting practice. 


FURTHER PRACTICAL CONSIDERATIONS 


Many of the problems involved in arriving at the amount at 
which stocks and work in progress are stated in accounts 
are of a practical nature rather than resulting from disputed 
matters of principle. This appendix discusses some particular 
areas in which difficulty may be encountered. 


The allocation of overheads 


1. Production overheads are included in cost of conversion (as 
defined in Part 2), together with direct labour, direct expenses 
and subcontracted work. This inclusion is a necessary corollary 
of the principle that expenditure should be included to the extent 
to which it has been incurred in bringing the product ‘to its 
present location and condition’ (paragraph 16 of Part 2). All 
abnormal conversion costs, however (such as exceptional spoilage, 
` idle capacity and other losses), which are avoidable under normal 
operating conditions need, for the same reason, to be excluded. 


2. Where firm sales contracts have been entered into, for the 
provision of goods or services to customer’s specification, over- 
heads relating to design, and marketing and selling costs incurred 
before manufacture may be included in arriving at cost. 


3. The costing methods adopted by a business are usually 
designed to ensure that all direct material, direct labour, direct 
expenses and subcontracted work are identified and charged 
on a reasonable and consistent basis, but problems arise on the 
allocation of overheads which must usually involve the exercise 
of personal judgement in the selection of an appropriate 
convention. 


4. The classification of overheads necessary to achieve this 
allocation takes the function of the overhead as its distinguishing 
characteristic (e.g., whether it is a function of production, 
marketing, selling or administration), rather than whether the 
overhead tends to vary with time or with volume. The classifica- 
tion of overheads between fixed and variable is an unsuitable one 


2 This date may be extended after exposure, but will in any event not 
be brought forward. I 
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for determining whether or noc they are included in cost of 
conversion, the dividing line between them being generally too 
imprecise. 


5. The costs of general management, as distinct from functional 
management, are not directly related to current production and 
are, therefore, excluded from cost of conversion and hence 
from the cost of stocks and work in progress. Although general 
management is concerned with the production function, its 
activities will be directed mainly to achieving improvements in 
the future, leaving the current ccntrol of the production activity 
to the management of the production department. 


6. In the case of smaller organizations whose management may 
be involved in the daily administration of each of the functions, 
particular problems may arise in practice in distinguishing these 
general management overheads. In such organizations a sub- 
stantial part of the costs of management may fairly be allocated on 
suitable bases to the functions of production, marketing and 
selling. This will leave in administration overheads only those 
costs of management in formulating the policy, directing the 
organization and controlling the operations which are not directly 
related to those other functions, together with such items as 
secretarial, legal and other professional costs. 


7. Problems may also arise in allocating the costs of central 
service departments, the allocation of which should depend on 
the function or functions that the department is serving. For 
example, the accounts department will normally support the 
following functions: 


(a) production —by paying production direct and indirect 
wages and salaries, by controlling purchases and by pre- 
paring periodic accounts for the production units; 


(b) marketing and distribution — by analysing sales and by 
controlling the sales ledger; 


(c) general administration —by preparing management and 
annual accounts and budgets, by controlling cash resources 
and by planning investments. 


Only those costs of the accounts department that can reasonably 
be allocated to the production function fall to be included in the 
cost of conversion. 


8. The allocation of overheads included in the valuation of stocks 
and work in progress needs to be based on the company’s normal 
level of activity, taking one year with another. The governing 
factor is that the cost of unused capacity should be absorbed in 
the current year. In determining what constitutes ‘normal’ the 
following factors need to be considered: 


(a) the volume of production which the production facilities 
are intended by their designers and by management to 
produce under the working conditions (e.g., single or double 
shift) prevailing during the year; 

(b) the budgeted level of activity for the year under review and 
for the ensuing year; 


(c) the level of activity achieved both In the year under review 
and in previous years. 


Although temporary overactivity may be ignored, consistent 
overactivity will lead to an upward revision of the previous norm. 


9. The adoption of a conservative approach to the valuation of 
stocks and work in progress has been used as one of the reasons 
for omitting selected production overheads. In so far as the 
circumstances of the business require an element of prudence in 
determining the amount at which stocks and work in progress 
are stated, this needs to be taken into account in the determination 
of net realizable value and not by the exclusion of selected 
overheads. 


Methods of costing 


10. It is frequently not practical to relate expenditure to specific 
units of stocks and work in progress. The ascertainment of the 
nearest approximation to cost gives rise to two problems: 


(a) the selection of an appropriate Method for relating costs to 
stocks and work in progress (eg, job costing, batch costing, 
process costing); 
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(b) the selection of an appropriate method for calculating the 
related cost where a number of identical items have been 
purchased or made at different times (e.g., unit cost, average 
cost or FIFO). 


11. In selecting the methods referred to in paragraphs 10 (a) 
and 10 (b) above, management must exercise judgement to 
ensure that the methods chosen provide the fairest practicable 
approximation to ‘actual cost’. Furthermore, where standard 
costs are used they need to be reviewed frequently to ensure that 
they bear a reasonable relationship to actual costs obtaining 
during the period. Methods such as base stock and LiFo do not 
usually bear such a relationship. 


12. The method of arriving at cost by applying the latest 
purchase price to the total number of units in stock is unaccept- 
able in principle because it is not necessarily the same as actual 
cost and, in times of rising prices, will result in the taking of a 
profit which has not been realized. 


13. One method of arriving at cost, in the absence of a satis- 
factory costing system, is the use of selling price less an estimated 
profit margin. Because this method may cause stocks to be stated 
at an amount which may be either more or less than cost, it is 
acceptable only if it can be demonstrated that the method gives a 
reasonable approximation of the actual cost of each item. 


14. In industries where the cost of minor by-products is not 
separable from the cost of the principal products, stocks of such 
by-products may be stated in accounts at their net realizable 
value. In this case the cost of the main products are calculated 
after deducting the net realizable value of the by-products. 


The determination of net realizable value 


Is. The initial calculation of provisions to reduce stocks from 
cost to net realizable value may often be made by the use of 
formulae based on predetermined criteria. The formulae normally 
take account of the age, movements during the past, expected 
future movements and estimated scrap values of the stock, as 
appropriate. Whilst the use of such formulae establishes a basis for 
making a provision which can be consistently applied, it is still 
necessary for the results to be reviewed in the light of any special 
circumstances which cannot be anticipated in the formulae, such 
as changes in the state of the order book. 


16, Where a provision is required to reduce the value of finished 
goods below cast, the stocks of the parts and sub-assemblies 
held for the purpose of the manufacture of such products, 
together with stocks on order, need to be reviewed to determine if 
piovision is also required against such items. 


17, Where stocks of spares are held for sale special consideration 
of the factors in paragraph 19 of this appendix will be required 
in the context of: 


(a) the number of units sold to which they are applicable; 


(b) the estimated frequency with which a replacement spare is 
required; 


(c) the expected useful life of the unit to which they ‘are 
applicable. 


18. Events occurring between the balance sheet date and the 
date of completion of the accounts need to be considered in 
arriving at the net realizable value at the balance sheet date (e.g., 
a subsequent reduction in selling prices). However, no reduction 
falls to be mace when the realizable value of material stocks is 
less than the purchase price provided that the goods into which 
‘the materials are to be incorporated can still be sold at a profit 
after incorporating the materials at cost price. 


The application of net realizable value 


19. The principal situations in which net realizable value is 
likely to be less than cost are where there has been: 


(a) an increase in costs or a fall in selling price; 
(b) physical deterioration of stocks; - 
(c) obsolescence of prodiftts; 


(d) a decisi¢én as part 6f a company’s marketing strategy to 
manufacczure and s#ll products at a loss; 
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(e) errors In production or purchasing. 


Furthermore, when stocks are held which are unlikely to be 
sold within the turnover period normal in that company Oe, 
excess stocks), the impending delay in realization increases the 
risk that the situations outlined in (a) to (c) above may occur 
before the stocks are sold and needs to be taken into account in 
assessing net realizable value. 


Long-term contract work in progress 


20. In ascertaining cost of long-term contract work in progress 
it is not normally appropriate to include interest payable on 
borrowed money. However, in those infrequent circumstances 
where sums borrowed can be identified as financing specific 
long-term contracts, it may be appropriate to include such 
related interest in cost, in which circumstances the facts should be 
clearly stated. 


21. In some businesses, long-term contracts for the supply of 
services or manufacture and supply of goods exist where the 
prices aré determined and invoiced according to separate parts 
of the contract. In these businesses the most appropriate method 
of reflecting profits on each contract is usually to match costs 
against performance of the separable parts of the contract, treating 
each such separable part as a separate contract. In such instances, 
however, future revenues from the contract need to be compared 
with future estimated costs and provision made for any foreseen 
loss. 


22. The method by which the profit on the contract earned to 
date is calculated needs to take into account the type of business 
concerned. In all businesses, however, it is normal to define the 
earliest point before which no profit is taken up, the principle 
being that profit is only taken up on any contract when the point 
has been reached where the outcome can be reasonably foreseen. 
The overriding consideration is that, of the profit which in the 
light of all the circumstances can be foreseen with a reasonable 
degree of certainty to arise on completion of the contract, there is 
regarded as earned to date only that proportion which prudently 
reflects the amount of work carried out to date. The method 
adopted for taking up profits needs to be consistently applied. 


23. In calculating the total estimated profit on the contract, it is 
necessary to take into account not only the total costs to date and 
the total estimated further costs to completion (calculated by 
reference to the same principles as were applied to cost to date) 
but also the estimated future costs of rectification and guarantee 
work, and any other future work to be undertaken under the terms 
of the contract. These are then compared with the total sales 
value of the contract. In considering future costs It is necessary 
to have regard to likely increases in wages and salaries, to likely 
increases in the price of raw materials and to rises in general 
overheads so far as these items are not recoverable from the 
customer under the terms of the contract. 


24. Where variations have been made to the contract in the 
course of it, and the amount to be received in respect of these 
variations has not yet been settled and is likely to be a material 
factor in the outcome, it is necessary to make a conservative 
estimate of the amount likely to be received, and this is then 
treated as part of the total sales value. On the other hand provision 
needs to be made for foreseen claims or penalties arising out of 
delays in completion or from other causes. In view of the un- 
certainties relating to the outcome of future negotiations for 
settlement of clairns for extras and variations outside the terms of 
the contract and of counter claims for penalties and defects, their 
estimation needs to be prudently made so that the total estimated 
profit on the contract is not inflated. 


25. The amount to be reflected in the year’s profit and loss 
account will be the appropriate proportion of this total profit by 
reference to the work done to date, less any profit already taken 
up in prior years. The estimated outcome of a contract which 
extends over several accounting years will nearly always vary in 
the light of changes in circumstances and for this reason the result. 
of the year will not necessarily represent the proportion of the 
total profit on the contract which 1s appropriate to the amount of 
work carried out in the period: it may also reflect the effect of 


D 


THE 
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changes in circumstances during the year which affect the total 
profit estimated to accrue on completion. 


Appendix 2 
Glossary of terms 


The use of the following terms in describing the accounting 
policies adopted in arriving at the amount at which stocks 
and work in progress are stated in accounts should be 
restricted in conformity with the definitions given to each. 
Where these definitions are inapplicable alternative ex- 
pressions should be used and explained. 


1. Unit cost: the cost of purchasing or manufacturing identifiable 
units of stock. 


2. Average cost: the calculation of the cost of stocks and work 
in progress on the basis of the application to the unit of stocks 
on hand of an average price computed by dividing the total cost 
of units by the total number of such units. This average price 
may be arrived at by means of a continuous calculation, a periodic 
calculation or a moving periodic calculation. 
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3. FIFO (first in, first out): the calculation of the cost of stocks 
and work in progress on the basis that the quantities in hand 
represent the latest purchases or production. 


4. LIFO (last in, first out): the calculation of the cost of stocks 
and work in progress on the basis that the quantities in hand 
represent the earliest purchases or production. 


5. Base stock: the calculation of the cost of stocks and work in 
progress on the basis that a fixed unit value is ascribed to a pre- 
determined number of units of stock, any excess over this number 
being valued on the basis of some other method. If the number of 
units in stock is less than the precetermined minimum, the fixed 
unit value is applied to the number in stock. 


6. Standard cost: the calculation of the cost of stocks and work 
in progress on the basis of periodically predetermined costs 
calculated from management’s estimates of expected levels of 
costs and of operations and operational efficiency and the related 
expenditure. 


7. Replacement cost: the cost at which an identical asset could be 
purchased or manufactured. 





FINANCE AND COMMERCE 


Reckitt & Colman 


ECKITT & COLMAN LTD is second in this column’s 
series of the reprints of the accounts of major British 
companies. Reckitt & Colman means different things to different 
generations and the older generation probably has a completely 
wrong impression of the company if it thinks in terms of 
Reckitts blue, Robin starch, Colmans mustard and nothing else. 
The group is now an international manufacturing and 
marketing organization with subsidiaries established on every 
continent. There are factories in over 40 countries and products 
are sold in over 100. Throughout the world 25,000 people are 
employed and there are almost 41,000 shareholders. 

Through planned internal growth and major acquisitions, 
group turnover has more than quadrupled in the past 20 years, 
with 72 per cent currently overseas. Strength in world markets 
has been achieved by a combination of long-standing marketing 
expertise and continuous research and development. 

The group operates world-wide in five main product areas: 
prepared foods, wine and soft drinks, household cleaners, 
polishes and other products, toiletries, pharmaceuticals and 
industrial products. Many products manufactured in the UK 
are also available abroad and a number are developed in the 
country concerned to meet the requirements of individual 
markets. 

Recent expansion into important growth areas has included 
the acquisition of wine companies in the UK, United States 
and Australia, and early this year there was further development 
into toiletries in Europe. 


Earnings rise 


During the past four years or so Reckitt & Colman as a group 
has been thoroughly and successfully reorganized from within. 
The middle 1960s were a standstill period. Between 1963 and 
1966 pre-tax profits only rose £500,000 to £11'9 million, and 


after a growth period in the following two years, reorganization ` 


. held earnings in check in 1969 and 1970, albeit at the higher 


` 


level. But the past year saw the first results of the reorganization 
and expansion: beginning to show through. 

In his statement with the 1970 accounts the chairman, Mr 
A. M. Mason, stated that the board had planned for growth not 
only in sales but also more importantly in profits and in earnings 
per share. High but still realistic and attainable targets were set. 
Without stating exactly what those targets were, Mr Mason 
now says, ‘we improved our performance in each of these areas’, 
sales at {192-92 million being 11°1 per cent up, trading profit 
at {21°54 million showing a 16°38 per cent improvement and 
profits pre-tax at £19°8 million improving by 17:5 per cent. 

Earnings per share rose 2:3p to 16p a share and Mr Mason 
admits to being ‘particularly encouraged by the fact that, while 
sales have increased at a rate somewhat better than that which 
applied last year, both profit before tax and also earnings have 
advanced at a considerably greater rate than was the case in 


1970’. 


Wine interests 


The improvement in earnings ratios is directly related to the 
continuous critical study of profitability of all aspects of opera- 
tions ‘and where this is found to be less than acceptable, there 
is no hesitation in taking action to rationalize and improve the 
position’. A recently introduced zroup management structure 
was designed to provide a sound base for taking full advantage 
of new opportunities and world-wide development of the major 
product groups has been gathering momentum. Mr Mason is 
confident enough to predict that ‘results will manifest them- 
selves with increasing profitability in the years ahead’. 

Production and marketing of branded wines is seen as a 
growth area of major importance. Sales of wine are increasing 
in Britain and abroad and Reckitt & Colman are developing 
their wine interests on a policy of pursuing marketing activities on 
an international level. Since the end of 1968 over £9 million 
has been invested in wine companies and Reckitt & Colman’s 
‘Orlando’ wine interests in Australia are now substantial. If 
anyone is looking for a summer effervescent wine, Orlando 
Barossa Pearl has this column’s recommendation — entirely 
unsolicited. 

The company also has a direct ownership interest in the 
American wine market through Widmer’s Wine Cellars Inc. of 
Naples, New York. Widmer’s owr&7oo acres of vineyards in 
the Naples Valley and are currenti developing another 400 
acres in California. ` 
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Growth prospects 

Europe naturally figures prominently in Reckitt & Colman’s 
developments and plans. In Continental Europe group sales have 
grown from £11 million in 1967 to £23 million in 1971. One of 
the immediate effects of UK >ntry into the Common Market 
will be to enable the group to accelerate planned relocation of 
production centres. Early this year Olivin of: Wiesbaden was 
bought in the German toiletzies industry but only half the 
Olivin annual sales of {10 mil ion are in Germany. | 

In four years, sales of industzial cleaning products and services 
have been doubled in Europe (apart from the UK) but principal 
products sold in Europe are largely the familiar ones through 
which the company is known here — such names as Brasso, 
Silvo, Harpic, Haze, Karpex, Nugget, Duraglit, Steradent, Veet, 
Dispril, Codis and plenty of o-hers. 

Included in the reprint is the analysis of sales and trading 
profit — sales by geographical erea and trading profit by product 
group. From this it will be seen that food, wine and soft drinks 
now make up the biggest product group, particularly in sales. 
This, in particular, shows the change in emphasis and develop- 
ment within the organization in recent years, an emphasis which 
is likely to continue, althougn not necessarily at the expense 
of other main products. But this is clearly the area in which 
Reckitt & Colman see the most encouraging growth prospects. 


Pleased to Report 


P it was some kind of assumed servility 
of Victorian days, when people either knew their places 
or were intent on letting others know that they knew their 
places, that made chairmen or secretaries ‘pleased to report’. 


ACCOUNTANT ` 


May 18th, 1972 


No matter what went on, those whose task it was to report 
it were always ‘pleased to report’, and the form of words dies 
hard. 

Directors, collectively, are ‘pleased to report’ even a reduction 
in profits or, from time to time quite staggering losses. Being 
‘pleased to report’ losses denotes, supposedly, some degree of 
humility or even apology. 

Mr E. Vivian Dawson, chairman of Roberts Adlard & Co, 
builders’ merchants, remarks on this capacity for apparent 
pleasure on the part of company chairmen and comments that 
their degree of pleasure is ‘governed, not unnaturally, by how 
well the company has performed’. 

‘On this particular occasion’, Mr Dawson writes in his 
review, ‘I am happy indeed to be able to say that I am extremely 
pleased to report the profit as shown in the accounts is an all- 
time record for your company.’ 

In figures that meant pre-tax profits of £350,507 for 1971 
compared with £137,096 in the previous nine months’ account- 
ing period. l 


Accounting Policies 


G RADUALLY the practice of including a Statement of 
Accounting Policies in company reports is developing. 
Two recently issued reports to contain such information have 
been the Dickinson Robinson Group and Charles Hill of 
Bristol. In the latter’s case the statement is all the more im- 
portant since the accounts as at December 31st, 1971, are 
drawn up to give effect to the sale of the company’s sr per cent 
controlling interest in Bristol City Line, although heads of 
agreement for the sale were not signed until February 2nd this 
ear. 
d But the inclusion of a Statement of Accounting Policies is still 


RECKITT & COLMAN LIMITED AND SUBSIDIARIES 


Consolidated Profit and Loss Account 
3rd January 1971 to 1st January 1972 



































1971 
1970 
Notes 
£000 £000 £000 £000 
173,600 Sales to Customers 192,920 
18,439 1 Trading Prefit 21,544 
1,588 3 Interest payaple less other income 1,744 
16,851 Profit before Tax 19,800 
7953 4 Taxon profit of the year 495 
8,893 Profit after Tax 10,305 
625 Attributable to minority interests 667 
8273 5 Attributable to the group 9,638 
225 Preference Cividends 225 
Attributable to Ordinary 
8,043 Sharehols ers 9,413 
5,029 6 Ordinary Dividends 5,590 
3,028 Profit of ths year retained 3,823 
Extraordinary and other items not 
applicable to current trading: 
Reduction in overseas fixed and net 
current assers due to currency 
— realignment E 
— Amount writen off goodwill est 
{176} 7 Other items (581 
3,028 Profit of ths year retained 5823 
2,852 (1,199) 
Movemgnt- in reserves 
(1,398) ' Subsidfaricss—deducted (t,719) 
4,250 Pare ft Company—added 520 
2,852 d (1,199) 


Consolidated Balance Sheet 1st January 1972 
































1970 1971 
Notes | 
£000 £000 £000 £000 
Employment of Capital 
Current Assets 
39,025 8 Stock 39,870 
30,894 Debtors 31,464 
560 Short term loans and deposits 1,616 
3,070 Bank balances 3,302 
73,549 76,252 
Current liabilities and dividend 
20,923 Creditors 22,334 
12,869 Bank loans and overdrafts 8,897 
2,083 UK tax 941 
4,594 Overseas tax 5,040 
2,647 Proposed final ordinary dividend 3,236 
43,116 40,448 
30,433 35,804 
9 Fixed assets 
17,090 Goodwill 15,987 
59,215 Properties, plant and equipment 57,186 
3,040 ` 10 Trade investments 2,957 
79,345 76,130 
109,778 111,934 
Capital Employed 
33,914 41 Share capital 33,923 
1,734 11 Share premium account 1,763 
52,243 Reserves 51,044 
87,891 86,730 
1,636 12 Tax equalisation 4,137 
5,951 Minority interests 6,959 
9,826 13 Medium and long term borrowing 10,030 
2,550 Provision for pensions 2,445 
1,924 14 Tax payable after 1972 1,633 
199,778 111,934 
A M MASON 
Directors 
K S CLARKE 
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the exception rather than the rule, and yet such a statement is 
so obviously an aid to the reading of accounts and to the assess- 
ment of a situation that it is disappointing to find the practice 
slow in developing. | 

This is particularly the case with companies where accounting 
systems are of special importance in so far as they affect long- 
term and major contracts. Swan Hunter Group, for example, 
does not include such a statement in its report and yet the reader 
should surely be annually informed of the accounting basis for 
long-term shipbuilding contracts. In the recent past substantial 
provisions were made against fixed price contracts. So far, it 
seems, the provisions have proved adequate. 


Telephone Rentals 


R W. STUART PHILCOX, in his statement with the 

accounts of ‘Telephone Rentals, reports ‘certain changes in 
the group profit and loss account and balance sheet’. These 
changes have been made so as: 

(a) to show group figures consistently throughout the profit 
and loss account; previously there was a mixture of group 
and of parent company’s figures; 

(6) to merge the profit and loss account balance with the 
reserves in the balance sheet; 

(c) to merge the contingencies reserve (standing at £92,222) 
with the general reserves in the balance sheet. 

Mr Philcox trusts that shareholders will find the arrangement 
clearer and more helpful than the previous method since the 
new method shows ‘how the profit for the year has been dealt 
with’ and ends ‘with the balance of profit retained in the business 
which is added to the reserves’. 

There is admittedly nothing startling or out of the ordinary 
in all this. It is part and parcel of general tidying up and moving 
with the accounting times. But it is interesting to see Mr 
Philcox, in his statement with the acccunts, introducing these 
changes as being ‘in accordance with what may be termed 
modern accounting practice’. 

What prompted ‘what may be termed’ — rather than simply ‘in 
accordance with modern accounting practice’? 


Burmah and BP 


HE Burmah Oil Company’s accounts for 1971 have been 

drawn up on currently accepted lines but understandably 
British Petroleum Company, in which Burmah has a 21°6 per 
cent stake, is not treated as an associated company. Burmah’s 
interest in the annual profit of BP is shown in a separate table 
in the financial review apart from the main accounts where 
dividends from ËP are given as a separate item in the profit and 
loss account at {17:11 million. The financial review table puts 
Burmah’s share in BP’s profits at a net 34:2 million. 

Burmah has been trying for some time to liquidate the BP 
shareholding. Burmah’s new chairman, Mr J. A. Lumsden, 
comments that the very size of the investment in relation to 
Burmah’s trading operations means that the value of those 
operations often appears to be inadequately reflected in the 
market valuation of the Burmah equity. 

What is more, a portfolio investment of this kind does not 
provide the cash flow and pre-tax earnings essential to the 
development and expansion of trading operations and to the 
achievement of a more satisfactory growth level. For those 
reasons Burmah did not take up last year’s BP rights issue. 

The boardroom view is that the BP investment should be 
sold should ‘an opportunity arise for a major redeployment of 
the BP holding in a way which would significantly improve the 


prospective earnings and cash flow of Burmah stock over and. 


above what would be afforded by retention of the BP stock’. 
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Pleasurama 


EISURE may be developing as an essential industry but, 

apart from a few conspicuous exceptions, the industry has 
not been a raging investment success. Already one of the sup- 
posedly up and coming companies, Pleasurama Ltd, has 
attracted the attention of that prominent ‘ginger group’ man, 
Mr Leslie Harris, of Eastbourne. He is worried and disenchanted 
about the way Pleasurama’s profits have been going. Net earn- 
ings which rose from {£184,000 to £205,000 in 1970 were back 
to {156,000 in 1971, and earnings per share for 1971 at 2-68p 
were under the 1968 level of 2-gop — dividend being cut from 
50 per cent to 20 per cent. 

But profits in the past year exclude losses incurred in setting 
up the Casino Division amounting to £108,000 — the sum is 
capitalized by adding it to Pleasurama’s investment in sub- 
sidiaries. The Casino Division was still losing money in January 
but is currently trading profitably. The Gaming Act and 
decimalization affected automatic machine activities and the 
book value of coin-operated machines has been written down 
by £133,000 to £145,000. f 

Mr Harris makes the point that had casino losses of £108,000 
not been excluded from the profit and loss account, earnings 
would have been less than 1p a share which would have taken 
them back to the 1965 level. The annual meeting at the Cafe 
Royal on May 25th should be lively. 


RECKITT & COLMAN LIMITED 
Balance Sheet 1st January 1972 



































1970 1971 
Notes 
£000 £000 £000 £000 
Employment of Capital 
Current assets 
19 Debtors 115 
244 UK tax recoverable 83 
— Short term loans and deposits 1,050 
265 Bank balances 129 
528 1,377 
Current liabilities and dividend 
1,407 Creditors 1,203 
2,634 Bank loans and overdrafts 2,523 
2, Proposed final ordinary dividend 3,236 
6,688 6,962 
(6,160) (5,585) 
139 10 Trade investments 139 
67,631 15 Interests in subsidiaries 67,722 
61,610 62,276 
Capital Employed 
33,914 11 Share capital 33,923 
1.734 11 Share premium account 1,763 
19.288 Reserves 19,808 
54,936 55,494 
6,776 13 Medium and long term borrowing 6,689 
(102) Tax payable after 1972 93 
61,610 62,276 
AM MASON 
Directors 
K S CLARKE 





Report of the Auditors 
To the Members of Reckitt & Colman Limited 


in ovr opinion theaccounts and notes set out on pages [658 to 661] give a true and fair view of 
the state of affairs at ist January 1972 and of the profit for the financial year ended on that 
date of the company and of the group and comply with the Companies Acts 1948 and 1967. 


PRICE WATERHOUSE & CO 


Chartered Accountants 
3 Frederick’s Place 
Old Jewry 

London EC2R 8DB 


12th April 1972 


May 18th, 1972 
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City Notes 


N O matter what legal contortions may develop as the 
Government chooses to test out the workings of the 
Industrial Relations Act, the fact is that the British economy 
Is still suffering from vicious wage, and thereby cost, inflation. 
While the trains have stayed in the sidings and legal gentlemen 
have had to work on Sundays (what is the legal rate for Sunday 
working?) the fact is that the railway pay award is going to be 
12} per cent and almost any branch of organized labour can 
put up a better wage case than the railways — and no doubt will. 

But it is the principle rather than the money that matters 
now. The trade union principle is that the Industrial Relations 
Act must not be allowed to work to the detriment of wage awards, 
and that there must be an enforced change of government and 
the repeal of the Act by what the trade unions consider will 
inevitably be a Labour Government if a General Election can 
be forced soon enough. 

The Government meanwhile stands by the principle that 
as the democratically elected government it must govern the 
way it sees fit, and it also stands by the principle that trade unions 
are not above the law. This is the battle and while the battle 
rages the economy goes hang; the so-called ‘Barber boom’ just 
is not on under such conditions and it becomes increasingly 
difficult to see justification for further advance in the stock- 
market. 

Those who still cling to the belief in a bull market running 
well into 1973 must be placing more trust in the outcome of the 
Government-trade union battle than would seem to be justified 
at present. 

* Kä * * 

OMMENT on the economic situation from Sir Raymond 

Brookes, chairman of Guest Keen & Nettlefolds, recently 
attracted particular attention. Sir Raymond said: ‘As influenced 
by the costs and disruptive consequences of the coal strike and 
unresolved major national issues affecting labour relations in 
the engineering and transport industries, the probability is that 
in the United Kingdom the first six months will prove 
disappointing.’ 


Admittedly, he considered that ‘when reporting at the interim 
stage we should then be able to take a more definitive and 
favourable view’, but that will be next September — 15 months 
after the ‘July measures’ of last year which were introduced to 
do the economic trick that the 1971 Budget was expected to do. 
Since then, of course, there has been the grossly inflationary 
1972 Budget which has not done much either, so far. Budgets of 
themselves do not induce confidence in industry and it is 
confidence that industry lacks — and will continue to lack - 
while the Government-trade union battle continues to be 
waged. 

* * Ka * 

HERE is an urgency about unit trust advertising at present 

which makes many cynics think the stock-market must be 
approaching its peak. Unit trusts need ‘a record’. They need to 
be able to hark back and say how well they have done. A lengthy 
spell of equity markets wobbling along a high ridge between one 
peak and another may seem dangerous to some market followers, 
but to unit trusts it is a delight. A market that can stay, say, in a 
520-550 bracket for months will suit unit trusts down to the 
ground. ‘They will be able to hark back and tempt money in 
‘on the record’. But this is not necessarily big money. Gone are 
the unit trust days when the so-called small investor was 
courted assiduously. Now the trust is merely the vehicle for the 
scheme — and schemes are legion. 

This column recently lunched with one of the most powerful 
and influential unit trust management companies, and the only 
time the small investor cropped up in conversation he was 
condemned for being an expensive nuisance — expensive in 
administrative terms. The conversation turned largely on 
management’s necessity to continue to devise special investment 
and life assurance schemes aimed specifically at the heavy tax- 
payer and at the institutional investor. Why go to all that bother 
and expense of cultivating the small investor’s {£100 when, for 
example, by floating a split-level investment trust on the stock- 
market {10 million can be readily attracted for investment in 
one specific trust fund? 


RATES AND PRICES 


Closing prices, Tuesday, May 16th, 1972 


Bank Rate 
Nov. 18, 1967 EN .. B% Mar. 5, 1970 ce FEF 
Mar. 21, 1968 a TES yA April 15, 1970 .. vn" F 
Sept. 19, 1968 E, oo 7% April 1, 1971 d ze 6% 
Feb. 27, 1969 Ke EE 2 Sept. 2, 1971 Ss ve 8% 
Treasury Bills 
Mar. 10 .. £4°3495% April 14 .. £4°3038% 
Mar. 17 -- £4°3493% April 21 .. £42890% 
Mar. 24 =. £4°3285% April 28 .. £4°2686% 
Mar. 30 a. £4°9142% May 5 .. £4°2516% 
April 7 . £43305% May 12 . £4°2581% 
Money Rates 
Day to day .. 4% -48% Bank Bills 
7 days .: 45 -48% 2 months 45-43% 
Fine Trade Bills 3 months .. 445-48% 
3 months .. s k|s— 51% 4 months .. 4F—-45% 
4 months .. 54-54% 6 months 44-41% 
6 months .. 5} -54% 


Three Months’ Rates 


Local authority deposits 4% -4% 
Local authority bonds 4% -54 
Sterling deposit certificates Ae AM 
Euro-sterling deposits 5+ -54 
Euro-dollar deposits .. 54 -5% 


Finance House Base Rate — May rst, 1972. 5% 
Retail Price Index (16.1.62=100) 160°3 (from 159°8 15.3.72) 


Tax Reserve Certificates (3.1.72) Personal 34% 
(Company certificates no longer on offer.) 


Foreign Exchanges 
New York 2°6117 Frankfurt 8:3200 
Montreal 2°5877 Milan 1520700 
Amsterdam 8:4050 Oslo 17:1700 
Brussels 11503 Paris 130950 
Copenhagen 18:2500 Zürich IO'IO5O 

Gilt-edged 

Consols 4% Ss e 452 Savings 3% 65-75 9348 
Consols 24% n .. 281 Treasury 9% 1994 1033 
Conversion 3$% i 408 Treasury 8}% 87-90 .. 98% 
Conversion 54% 1974 .. 10033 Treasury 64% 1976 .. 101% 
Funding 34% 99-04 -- 50% Treasury 34% 77-80 .. 83% 
Funding 4% 60-90 .. 98Ë Treasury 34% 79-81 .. 824 
Funding s1% 78-80 .. git Treasury 5% 86-89 .. 75% 
Funding 54% 82-84 .. go asury 54% o8-12 .. 67% 
Funding 5ł% 87-91 .. 80% Tr&gsury 21% --. 281 
Funding 6% 1993 s 792 Vic i AE 
Funding 64% 85-87 .. 891 War Loan 31% 394 
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IGHLIGHT of the present conference year is the Tenth International Congress of Accountants to be held in Sydney, 
Australia, from October 16th to 21st, on ‘Financial measurement and communication’. Thousands of accountants throughout 
the world and many from the United Kingdom are expected to attend and enjoy a programme aimed at facilitating interchange of 
ideas and reaching broad conclusions on the development of current accounting practice. Diversity of subject-matter seems to be 
the keynote of courses, conferences and seminars organized by the accountancy bodies in the UK this year, as topics range from 


effective speaking, leadership and marketing management to 
taxation, presentation of accounts and auditing of computer 
systems. Full programmes have been arranged by the various 
bodies of recognized accountants to give every oppor- 
tunity to their members (and quite often to members of kindred 
bodies) of keeping up to date with modern methods and 
techniques. 

To meet the needs of flexibility, the courses scheduled for 
the remainder of the present calendar year are subject to possible 
extension, repetition or even cancellation; for that reason the 
following notes should not be considered as exhaustive. Never- 
theless, their arrangement in chronological order should enable 
readers to plan their post-qualifying education advantageously. 


May 15th—June 13th 


THE INSTITUTE OF CHARTERED ACCOUNTANTS OF SCOTLAND 


VAT Courses 


VARIOUS courses on the value added tax clauses of the Finance 
Bill have been arranged by the Scottish Institute from May 
15th to June 13th. The venues will include Edinburgh, 
Glasgow, London, Perth, Dundee, Aberdeen, Inverness and 
Dumfries. 


May 20th-—21st 
THE ASSOCIATION OF CERTIFIED ACCOUNTANTS 


London Seminar on Financial Management 


“THE accountant as a financial planner’ is the theme of a two-day 
week-end seminar to be held by The Association of Certified 
Accountants at Bedford Square, London, on May 2oth and 21st. 
There will be no under-estimating of the accountant’s role as an 
analyser of past financial performance and indeed the seminar 
will cover mergers and take-overs; the management system; 
corporate planning; cash ow liquidity; financial and operating 
ratios; capital project efaluations; interpretation of accounts; 
new techniques in finantial management, and investments. 





May 22nd-—26th 


THE INSTITUTE OF CHARTERED ACCOUNTANTS 
IN ENGLAND AND WALES 


London Course on Controlling Administrative Overheads 


THE steps needed to evaluate, redesign and install administrative 
systems and procedures will be traced in a course to be held by 
The Institute of Chartered Accountants in England and Wales 
at Chartered Accountants’ Hall, London, from May 22nd to 
26th. Attention will also be paid to managerial skills necessary 
to generate and maintain improved performance so that. by the 
end of the course, members should understand how to survey 
their own or a clients’ office and effect significant improvements. 
This course will be repeated from October 16th to 20th. 


May 22nd—26th 
THE INSTITUTE OF CHARTERED ACCOUNTANTS OF SCOTLAND 


Taxation Training Course (2) at Rothesay 


THE second part of the three-part series of residential courses 
on taxation training is to be held at Rothesay by The Institute 
of Chartered Accountants of Scotland from May 22nd to 26th. 
With the objective of assisting in the training of chartered 
accountants who have begun or wish to begin specializing in tax 
matters, there will be illustrations of the development applica- 
tion and implications of tax legislation. The course is not 
complete in itself, but it is hoped that participants will have 
attended ‘Taxation Training Course (1) held in 1971 and will 
take part in the final course in 1973. 


May 23rd—25th 


THE INSTITUTE OF CHARTERED ACCOUNTANTS 
IN ENGLAND AND WALES 


Group Accounts and their Audit, at Brighton 


A SURVEY of the latest developments in the organization, pre- 
paration and audit of group accounts, together with practical 
applications based on two case studies, will be provided by a 
course held by The Institute of Chartered Accountants in 


THE 
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England and Wales at the Bedford Hotel, Brighton, from May 
23rd to 25th. The course (which will be repeated at the Grand 
Hotel, Eastbourne, from November 14th to 16th) is intended for 
members in industry and practice who are associated with group 
accounts, both at parent and subsidiary company level. 


May 25th 
THE INSTITUTE OF Cost AND MANAGEMENT ACCOUNTANTS 


Course on Value Added Tax in London 


A ONE-DAY course on VAT will be held by The Institute of 
Cost and Management Accountants at the Connaught Rooms, 
London, on May 25th. The course will be repeated during 
the month of June in Bristol, Birmingham and Manchester. 


May 26th—28th 
THE ASSOCIATION OF CERTIFIED ACCOUNTANTS 


Data Processing Course at Gerrards Cross 


AN APPRECIATION course in management and data processing will 
be held by The Association of Certified Accountants at the Bull 
Hotel, Gerrards Cross, Bucks, from May 26th to 28th and will 
deal with computer hardware; systems analysis; systems design; 
programming and management services. Case studies will be 
presented and there will be a general forum and ample oppor- 
tunity for discussion by participants. This course is to be 
repeated on September 22nd to 24th at ICL, Hedsor Park, 
Maidenhead, Berkshire. 


June 3rd-—4th 
THE ASSOCIATION OF CERTIFIED ACCOUNTANTS 


Operation Research Seminar in London 


So as to give accountants and financial managers appreciation of 
the scientific, mathematical and other techniques for improving 
the performance of systems, a two-day week-end seminar will 
be held by The Association of Certified Accountants at 21 
Bedford Square, London on June 3rd and 4th. Subjects covered 
will include operational research (introduction); principal types 
of system; allocation systems; queueing systems; sequencing 
systems; routing systems; replacement systems; other systems 
and techniques and future developments. 


June 6th-9th 
THE INSTITUTE OF MUNICIPAL TREASURERS AND ACCOUNTANTS 


Annual Conference at Brighton 


Tue 87th annual conference of The Institute of Municipal 
Treasurers and Accountants will be held from June 6th to oth 
at Brighton, where all general sessions will take place in the 
Dome. 

On the first day of the conference, the business sessions will 
be devoted to the water industry. In the evening a civic reception 
and dance will be held in the Rank Ballroom for members and 
their wives. Papers to be given at other business sessions will 
include “Some rating aspects of the Green Paper’, by Mr T. W. 
Sowerby, F.1.M.T.A., D.P.A., Borough Treasurer of Bromley; 
‘Inflation and its effects on taxation, borrowing, budgeting and 
accounting’, by Mr R. H Gandy, A.I.M.T.A., deputy treasurer, 
Greater London Council; and ‘Financing higher education’, 
by Professor John Vaizey, Brunel University. 
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June 10th—11th 
THE ASSOCIATION OF CERTIFIED ACCOUNTANTS ` 


General Management Seminar in London 


A TWO-DAY week-end study of the establishment of principles of 
good management will be made at a seminar held by The 
Association of Certified Accountants at 21 Bedford Square, 
London, on June roth and 11th. Topics to be reviewed include 
the management system; effectrve thinking and decision- 
making; basic aims and policy finance; control; organization; 
communication, motivation and corporate planning. 


June 12th—16th 


THE ASSOCIATION OF CERTIFIED ACCOUNTANTS 


Executive Accountancy Course in London 


THE Association of Certified Acccuntants is holding a one-week 
course on executive accountancy which should assist members 
in industry and commerce to work more effectively in manage- 
ment teams. In the opinion of the Association, accountants can 
only make a real contribution if they fully understand the 
management processes and needs of the primary reporting 
activities of business administration, at the same time realizing 
the full potential of leaders and executives. For this reason the 
syllabus is extensive, the course will be participative and evening 
work mandatory. Subjects will include effective thinking; com- 
munication; self-mitigation and management for executive 
accounting; finance — forecasting; strategic planning; marketing; 
production and the role of R & D. This course will be repeated 
in September and December. 


June 1 Sth—16th 


THE INSTITUTE OF CHARTERED ACCOUNTANTS 
IN ENGLAND AND WALES 


Effective Speaking Course in London 


A SERIES of courses to be held by The Institute of Chartered 
Accountants in England and Wales on effective speaking will be 
held at Chartered Accountants’ Hall, London, on June 
15th and 16th. The need to speak effectively arises more often 
than perhaps we realize; not only do formal speeches or lectures 
demand practice in delivery and adequate preparation, but also 
speaking on more informal occasions, such as board meetings or 
briefing of clients. Confidence in one’s own ability to speak is the 
first step towards speaking effectively, so each course of the 
series is limited to twelve members at a time, and places great 
emphasis on individual participation as an essential part of 
acquiring that confidence. 


June 17th—18th 


THE ASSOCIATION OF CERTIFIED ACCOUNTANTS 


London Seminar on Purchasing Management 


As purchasing managers can only effectively investigate sup- 
pliers and negotiate with them within an efficient organization 
using the best possible procedures, The Association of Certified 
Accountants has arranged z two-day, week-end seminar on 
June 17th and 18th to be held at 21 Bedford Square, London. 
At the seminar there will be discussions on improving and 
controlling purchasing performance; capability analysis; evalu- 
ating suppliers; negotiating and e E procedures generally 
including price, delivery, and quality Atermination. 


THE 


June 21st—23rd 


THE INSTITUTE OF CHARTERED ACCOUNTANTS 
IN ENGLAND AND WALES 


Executorshtp and Trusteeship Course at Oxford 


A RESIDENTIAL course will be held by The Institute of Chartered 
Accountants in England and Wales at St Catherine’s College, 
Oxford, from June 21st to 23rd, to provide practical solutions to 
problems with which executors and trustees have to deal. For 
example, topics will be discussed such as wills, duties, trustees 
and executors, taxation, investment policy and presentation of 
trust accounts. The course is intended primarily for members in 
small and medium-sized practices who find their knowledge 
needs to be refreshed. 


June 22nd 


THE INSTITUTE OF CHARTERED ACCOUNTANTS 
IN ENGLAND AND WALES 


London Course on the Use of Statistical Sampling in Auditing 


INTENDED for audit partners, managers and seniors of firms 
engaged as external auditors as well as for members who are 
internal auditors of industrial companies, a course on ‘Use of 
statistical sampling in auditing’ is being held by The Institute 
of Chartered Accountants in England and Wales at Chartered 
Accountants’ Hall, London, on June 22nd. Although the appli- 
cation of all statistical sampling techniques can be helpful if 
properly applied in appropriate circumstances, some of the 
simpler techniques — especially random selection and discovery 
sampling — which are particularly appropriate to transaction 
testing, will be examined during the course. It will be repeated 
on November 23rd. 


June 22nd—23rd 
THE INSTITUTE OF CHARTERED ACCOUNTANTS OF SCOTLAND 
Management Course at Glasgow 


‘MANAGEMENT of working capital’ is the title of the two-day 
course to be held on June 22nd and 23rd at Glasgow by The 
Institute of Chartered Accountants of Scotland. Lectures, case 
examples and ample discussion periods will be devoted to the 
subject of stock control, work in progress, cash management 
and debtors (credit control and bills of exchange). 


June 24th-—25th 
THE ASSOCIATION OF CERTIFIED ACCOUNTANTS 
Seminar in London on Marketing Management 


To prove to members that marketing must be the eyes and ears 
of the company, The Association of Certified Accountants are 
holding a week-end seminar on June 24th and 25th at 22 Bedford 
Square, London. During the seminar it will be explained how 
companies fail because of lack of sales which is usually due to 
lack of promotion or because wrong products for services are 
being provided. Topics will therefore cover consumer and 
industrial marketing research; sales forecasting; management 
and distribution; advertising and promotional activities; 
product development and finance, and pricing policies. 


June 28th-—29th 


THE INSTITUTE OF CHARTERED ACCOUNTANTS 
IN ENGLAND AND WALES 


Liquidation and Recewvership Course in London 


DESIGNED for general prgctitioners from all sizes of firms, a 
course will be held on liqfidations and recetverships at Chartered 
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Accountants’ Hall, London, on June 28th and 29th by The 
Institute of Chartered Accountants in England and Wales. 
The course should equip those who are attending with a frame- 
work of knowledge necessary to tackle liquidations and 
receivership situations, covering the legal background, 
immediate first steps, day-to-day operations, and the obtaining 
of a release by liquidators and receivers from their appointments. 


July 6th-8th 
THE INSTITUTE OF INTERNAL AUDITORS 


Summer School at Leicester University 


THE summer school of The Institute of Internal Auditors will 
be held from July 6th to 8th, at Clare Hall, University of 
Leicester, and will be opened by Mr Charles Duly, M.B.E., 
F.C.C.A., President of the Institute’s London Chapter, who will 
speak on “The future organization of the profession in the UK’. 

Planned primarily to appeal to members who are in charge of 
internal audit departments, the programme will include a 
practical case study of an audit of computerized records; a 
talk on the implications of value added tax by, Mr J. S. Marsom, 
of the taxation division, Shell-Mex and BP; and a forum led by 
audit managers of small, medium and large departments on the 
practical problems encountered in running those departments. 


July 6th—9th 
THE ASSOCIATION OF CERTIFIED ACCOUNTANTS 


Week-end School at Cambridge 


“TAXATION in the 1970s’ is the theme of the members’ week-end 
school to be held by The Association of Certified Accountants 
from July 6th to gth, at St John’s College, Cambridge. In 
addition to the papers to be given on value added tax, personal 
taxation and corporation tax by Mr G. E. Whitman, F.c.c.A,, 
Mr K. R. Tingley, F.c.c.a., and Mr C. Matterman, A.C.A., 
F.C.C.A., ATI, there will be an address on “The work of the 
International Fiscal Association’, by Mr A. G. Davies, B.A. 


July 11th—14th 


THE INSTITUTE OF CHARTERED ACCOUNTANTS 
IN ENGLAND AND WALES 


Course on Current Developments in Audit Practice at Eastbourne 


OBJECTIVES for all principal aspects of audit practice and ways 
of improving procedures and service to clients, are dealt with in 
a course on ‘Current development in audit practice’ to be held 
by The Institute of Chartered Accountants in England and 
Wales at the Grand Hotel, Eastbourne, from July 11th to r4th. 
The course, which will be repeated from December 5th to 8th 
at Churchill College, Cambridge, should be of particular 
interest to members in all sizes of firms who have found that 
their audit practices are affected by substantial increases in 
salary costs, and changes in their clients’ organization and 
methods; the best use of qualified staff will also be discussed. 


July 13th—15th 


Tue INSTITUTE OF CHARTERED ACCOUNTANTS 
IN ENGLAND AND WALES 


Residential Course on the Taxation of Overseas Income 


Unirep KINGDOM tax liability on kinds of foreign income and 
the position of individuals, companies and trustees, will be 
covered in a course entitled ‘Overseas Income’ held by The 


Institute of Chartered Accountants in England and Wales at 


Churchill College, Cambridge, from July 13th to 15th. There will 
be guidance on problems of residence and domicile and the 
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relative merits of doing business abroad through branches and 
subsidiary companies. Tax havens will also be discussed in 
addition to the review of exchange control regulations and the 
practice as they affect the work of the accountant. 


July 26th—29th 


THE INSTITUTE OF CHARTERED ACCOUNTANTS 
IN ENGLAND AND WALES 


Residential Course at Cambridge on Smailer Businesses — 
Effective Cash Planning 


How to budget business operations, control results achieved, 
evaluate capital projects, prepare cash budgets and obtain 
outside funds, are topics to be dealt with in a course to be held by 
The Institute of Chartered Accountants in England and Wales 
at Churchill College, Cambridge, from July 26th to 29th. The 
course is intended for members in medium-sized or smaller 
companies and their professional advisers, who, without a large 
planning staff, are responsible for forecasting results of opera- 
tions and cash requirements, assessing capital projects and rais- 
ing funds. 


September 1st 
THe INSTITUTE OF CHARTERED ACCOUNTANTS OF SCOTLAND 


Discounted Cash Flow (T) Course in London 


DESIGNED to give an appreciation of theoretical justification of 
new techniques in financial appraisals and to illustrate potential 
applications of financial management, a course in two parts has 
been arranged on discounted cash flow and capital budgeting, 
by The Institute of Chartered Accountants of Scotland. The 
first part will take place in London on September 1st when 
lectures and case studies will be used to consider the economic 
background to investments; primitive capital budgeting; DCF 
approach; NPV and yield methods; measuring the cost of 
capital; lease or buy decisions; capital rationing and effects of 
taxation. 


September 2nd~—3rd 
THE ASSOCIATION OF CERTIFIED ACCOUNTANTS 


Seminar on Production Management in London 


APPRECIATION of the standard required for planning and control 
of production activity will be encouraged at a two-day week-end 
seminar held by The Association of Certified Accountants on 
September 2nd and 3rd at 22 Bedford Square, London. This 
will involve discussions on the management of production 
engineering; planning; programming; ordering and control; 
work study; value analysis; remuneration and incentives. 


September 4th—8th 
THE INSTITUTE OF CHARTERED ACCOUNTANTS OF SCOTLAND 
Communications Course at North Berwick 


A REPEAT of the course on ‘Communications’ held by The 
Institute of Chartered Accountants of Scotland from April 
roth to 14th will be held from September 4th to 8th at the 


Same venue. 


September 4th-8th 
‘THE ASSOCIATION OF CERTIFIED ACCOUNTANTS 
One-week Course in London on Business Consultancy 


Wiru business becoming more and more complex, the necessity 
often arises for specialists to be consulted in certain subjects, 
and The Association of Certified Accountants have arranged a 
one-week course in business consultancy to be held at 22 
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Bedford Square, London from September 4th to 8th,and Design- 
ed to give accountants a thorough grounding in the methods of 
professional accountancy so that they can broaden their scope 
as business advisers. This naturally requires not just financial 
knowledge but a total concept of business and the course there- 
fore covers marketing production and functional activities; 
problem surveying; analysis; p:anning assignments; company 
doctoring, construction and sources of finance. 


September 8th 
Tue INSTITUTE OF CHARTERED ACCOUNTANTS OF SCOTLAND 


Discounted Cash Flow (2) Course in London 


THE second part of the discounted cash flow and capital 
budgeting course will be held in London by The Institute of 
Chartered Accountants of Scotland on September 8th, when 
these subjects will be discussed in greater depth so that a basic 
working knowledge might be established. Subjects will be 
presented in lectures but a significant part of the course will be 
devoted to case studies and discussion when topics covered 
will include introduction and recapitulation of DCF prin- 
ciples; equipment and replacement; risk and uncertainty; cost 
and capital; implementation problems and organization. 


September 9th-10th 
"THE ASSOCIATION OF CERTIFIED ACCOUNTANTS 


Research and Development Seminar in London 


AN important function of research and development activities is 
to keep abreast, if not ahead, of developments in the tech- 
nological field. For that reason The Association of Certified 
Accountants has arranged a two-day, week-end seminar on 
“Research and Development’ at 22 Bedford Square, London, on 
September gth and roth in order to illustrate the objectives of 
these needs as they affect manazement, planning, control, finance, 
productivity and design. 


September 11th—16th 
THE INSTITUTE OF COST AND MANAGEMENT ACCOUNTANTS 


Corporate Planning Course at Cambridge 


From September 11th to 16th, The Institute of Cost and 
Management Accountants will be holding a residential course 
on ‘Profit improvement through corporate planning’ at St 
Catharine’s College, Cambridge. Speakers will include Mr Alan 
Chambers, F.C.M.A., J.DIP.M.A.. Mr G. T. Slater, B.Sc.(ECON.), 
F.C.M.A., Mr B. Wagle, PH.D., Mr G. Vince, M.A. and Mr 
A. D. MACKAY, B.COM., C.A., F.C.M.A. 


September 13th-16th 


Tue INSTITUTE OF CHARTERED ACCOUNTANTS 
IN ENGLAND AND WALES 
Annual Summer Conference at Cambridge 


THe theme of the 1972 Summer Conference at Churchill 
College, Cambridge, will be ‘Accounting for the Future’. Full 
details are given under ‘Current Affairs’ in this issue. 


September 14th—15th 


"THE INSTITUTE oF CHARTERED ACCOUNTANTS OF SCOTLAND 


Estate Duty Course in London 


AN in-depth course has been designed by The Institute of 
Chartered Accountants of Scotlandyo take place in London on 
September 14th and 15th to review Ai and practice of estate 
duty with particular reference to sweeping change in recent 
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years and the inter-relationship of estate duty and direct 
taxation; doubtless inheritance tax will be dealt with during the 
course. The form of presentation will be through papers, 
lectures, case studies, group and plenary discussion, and practical 
work in the form of an estate duty workshop. 


September 15th—18th 


National Taxation Conference at Harrogate 


Unper the chairmanship of Mr Percy F. Hughes, Editor of 
Taxation, the twenty-second National Taxation Conference will 
be held from September 15th to 18th at Harrogate; all business 
sessions will be in The Royal Hall, but the conference head- 
quarters and information office will be at The Hotel Majestic. 
After a short inaugural address by the conference chairman and 
civic welcome by the Mayor of Harrogate (which ladies.may 
attend), Mr D. L. Bryars, B.A., an assistant secretary, HM Board 
of Customs and Excise, will speak on ‘Value added tax’ at a 
business session chaired by Mr R. P. Crout, F.c.c.a., Immediate 
Past President, The Association of Certified Accountants. 

Other business sessions will include a mock interview 
between a representative of the Shares Valuation Division, 
Estate Duty Office (Mr T. D. Slavin, LL.B., chief examiner of 
that division), and an accountant (Mr K. R. Tingley, F.c.c.a.), 
acting on behalf of a private company with a view to nego- 
tiating the valuation of unquoted shares ~ the last half-hour of 
this session being devoted to audience participation. ‘The new 
corporation tax’ will be dealt with by Mr N. Lessels, C.A., 
A.T.L1., ‘Recent legislation — Finance Act 1972’, by Mr Derek 
Cox, F.C.A., ‘Some aspects of capital gains tax’, by Mr 
J. Jeffrey-Cook, F.c.a., and ‘Capital allowances’, by Mr J. M. 
Cooper, F.C.C.A., at subsequent sessions. | 

A full social programme has been arranged for the ladies. A 
civic reception and dance is to be given by the Mayor of 
Harrogate in The Royal Hall, and on the course of the Harrogate 
Golf Club there will be an eighteen-hole Stableford golf 
competition for the Taxation Challenge Cup. 


September 16th—17th 
Tue ASSOCIATION OF CERTIFIED ACCOUNTANTS 


Training Management Course in London 


As many enterprises spend considerable sums of money on 
training, particularly since the advent of training boards, The 
Association of Certified Accountants has arranged a two-day, 
week-end seminar at 22 Bedford Square, London, on September 
16th and 17th which will give a sound appreciation of principles 
and techniques of efective management training, including that 
of operators and supervisors. 


September 19th—21st 


THE INSTITUTE OF CHARTERED ACCOUNTANTS 
IN ENGLAND AND WALES 
Course on Mathematics in Decision-making in London 


THIS is a repeat of the course held from May 16th to 18th and 
will once again be at Chartered Accountants’ Hall, London. 


September 22nd--24th 
THE ASSOCIATION OF CERTIFIED ACCOUNTANTS 
Intermediate Course at Maidenhead on Corporate Manning by 
Computer 


Concepts of corporate planing techniques, integrated manage- 
ment information wc and audit of cost-effectiveness in 
computer systems wiil b€ the main themes of the sessions com- 
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prising an intermediate course on corporate planning by com- 
puter held by The Association of Certified Accountants at 
International Computers Management Training Centre, Hedsor 
Park, Maidenhead, Berkshire, from September 22nd to 24th. 
There will also be a business management exercise using an 
ICL 1903 computer. 


September 22nd—24th 
THE INSTITUTE op Cost AND MANAGEMENT ACCOUNTANTS 


Corporate Planning Seminar at York 


VARIOUS case studies on corporate planning will be presented by 
Mr J. E. Smith and Mr G. H. Ray at a seminar on ‘Corporate 
planning’ to be held at the University of \ ork from September 
22nd to 24th, by The Institute of Cost and Management 
Accountants. 


September 23rd—24th 
THE ASSOCIATION OF CERTIFIED ACCOUNTANTS 


Personnel Management Course in London 


HUMAN resources are the most important asset in any enterprise 
and every manager should be trained to appreciate the im- 
portance of people in achieving optimum performance. The 
Association of Certified Accountants has, therefore, arranged a 
two-day, week-end seminar at 22 Bedford Square, London, on 
September 23rd and 24th, which deals with manpower planning, 
recruitment and selection, interviewing, motivation theories, 
personnel management and industrial relations. 


September 25th-—29th 
THE ASSOCIATION OF CERTIFIED ACCOUNTANTS 


Executive Accountancy Course in London 


A REPEAT of the one-week course on executive accountancy held 
by The Association of Certified Accountants in June will take 
place at the same venue from September 25th to 2gth. 


September 30th—October 1st 
THE ASSOCIATION OF CERTIFIED ACCOUNTANTS 


Financial Management Course in London 


THE Association of Certified Accountants is repeating on 
September 30th—October rst, at 22 Bedford Square, London, 
the two-day, week-end seminar of financial management pre- 
viously held in May. 


October 2nd—4th 


THE INSTITUTE OF CHARTERED ACCOUNTANTS 
IN ENGLAND AND WALES 


Residential Course at Brighton on the Changing Scene of Taxation 


A RESIDENTIAL course will be held by The Institute of Chartered 
Accountants in England and Wales, from October 2nd to 4th, at 
Hotel Metropole, Brighton. Legislavion introduced since May 
1971 will be reviewed, together with major developments in 
case law. 


October 7th—8th 
THE ASSOCIATION OF CERTIFIED ACCOUNTANTS 


Seminar on Effective Speaking in London 


Tue Association of Certified Accountants has arranged a two- 
day, week-end seminar at 22 Bedford Square, London on October 
7th—8th on ‘Effective speaking’, and all participants will be’given 


THE 
May 18th, 1972 


an opportunity to practise different types of speaking in a 
stress-free yet constructively critical environment. The em- 
phasis on managers becoming more effective in communication 
will be made during a course of lectures and practical work 
involving constructive criticism and discussions on techniques 
of effective speaking; conduct at meetings; persuasive communi- 
cation; visual aids and methods of presentation. 


October 9th—13th 
Tue INSTITUTE OF CHARTERED ACCOUNTANTS OF SCOTLAND 


Comprehensive Basic Computer Course in London 


VALUATION proposals for the installation of a computer will be 
one of the objectives of a five-day comprehensive basic computer 
course to be held by The Institute of Chartered Accountants of 
Scotland from October gth to 13th in London. The aim of 
this cause is to provide familiarity with computer ter- 
minology and concepts, and establish the background required 
for discussions with technical specialists in data processing 
generally, including computer costs and benefits. 


October 11th—12th 
THE INSTITUTE OF CHARTERED ACCOUNTANTS OF SCOTLAND 


Estate Duty Course in London 


THE Institute of Chartered Accountants of Scotland are ar- 
ranging a repeat of their September course on estate duty, to be 
held on October rrth-r2th, and full details will be announced 
in due course. 


October 12th 


THE INSTITUTE OF CHARTERED ACCOUNTANTS 
IN ENGLAND AND WALES 


One-day Auditing Course in London 


A ONE-DAY course on ‘Relationship between internal and statu- 
tory audits’ will be held by The Institute of Chartered Ac- 
countants in England and Wales at Chartered Accountants’ 
Hall, London. The course aims at Grawing attention to the all- 
round benefits resulting from effective internal audit, and how this 
operation can be organized within an organization to maximize 
its value, both to the organization itself as well as to the statutory 
auditors. 


October 18th—19th 
THE INSTITUTE OF CHARTERED ACCOUNTANTS OF SCOTLAND 


Modern Auditing Course in Perth 


A TWO-DAY course on ‘Modern Auditing’ will be held by The 
Institute of Chartered Accountarts of Scotland on October 
18th and roth. Details will be announced in due course. 


October 23rd—25th 
THE INSTITUTE OF CHARTERED ACCOUNTANTS OF SCOTLAND 


Residential Course at North Berwick on Finance for the Non- 
Accountant 


ALTHOUGH the three-day course entitled ‘Finance for the non- 
accountant’ to be held by The Institute of Chartered Account- 
ants of Scotland from October 23rd to 25th was designed to 
assist the non-financial executive to derive a better under- 
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standing of essential elements of company finance, it is likely 
that a number of accountants will take part in order to put 
themselves in a better position to liaise effectively with their 
non-accountant colleagues. Subjects to be dealt with will 
include the analysis and interpretation of financial statements 
such as the balance sheet, profit and loss accounts, consolidated 
accounts, and management ratios. Participants will also be 
required to make an examination of the principal management 
accounting functions, for example, sales and capital forecasting, 
revenue budgeting, profit planning, and control and interpreta- 
tion through management reporting. | 


October 28th-29th 
THE ASSOCIATION OF CERTIFIED ACCOUNTANTS 


Week-end Seminar in London on Personality Development 


PERSONALITY is the effect that a person has on others. To 
encourage personal confidence by learning how to be 
effective in business because of developed powers of communi- 
cation and perception, The Association of Certified Accountants 
is holding a two-day, week-end seminar at 22 Bedford Square, 
London, on October 28th and 29th (to be repeated in December) 
when there will be lectures and discussions on human relations; 
personal development; persuasive communication; motivation; 
leadership and delegation. 


November 5th~—24th 
THe INSTITUTE OF CHARTERED ACCOUNTANTS OF SCOTLAND 


Three-week Management Course for the Young Executive 


MANY companies need to provide training for the young 
executive with promotion potential in line management and 
so The Institute of Chartered Accountants of Scotland is 
mounting another in the series of three-week courses ‘Manage- 
ment for the young executive’ from November sth to 24th at 
Peebles. An outline structure of the syllabus is built up into 
three main sections of which the second, ‘Use of resources’, 
takes up half the duration of the course, the other two sections 
being ‘Principles and practice of management’ and ‘Skills of 
management science’. 


November 27th—29th 
Tue INSTITUTE OF CHARTERED ACCOUNTANTS OF SCOTLAND 


Course at North Berwick on Auditing and Control of Computers 


A THREE-DAY course will be held at North Berwick by The 
Institute of Chartered Accountants of Scotland to examine some 
of the problems facing the auditor as a result of the developments 
in electronic data processing. Three major aspects of computer 
audits will be considered: organization and internal control of 
the computer installation; methods of ascertaining, recording 
and analysing the system of internal control; computer audit 
techniques. 


December Ach Sch 
Tue INSTITUTE OF CHARTERED ACCOUNTANTS OF SCOTLAND 


Basic Computer Course in Glasgow 


THE comprehensive basic computer course to be held in London 
from October gth to 13th will be rected from December 4th 
to 8th in Glasgow. 


The Institute of Chartered 


in Ireland 


THE 
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Annual Meeting of Members 


ae 84th annual meeting of members 
of The Institute of Chartered Ac- 
countants in Ireland (as briefly noted in 
The Accountant last week) was held in 
Dublin on May 6th. 


President e address 


In the course of his address, Mr Niall 
Crowley, F.c.A., the outgoing President 
said: 

In proposing the adoption of the report 
and accounts, it is usual for the President, 
in the light of his experience during his 
year of office, and the developments 
within the Institute during that period, 
to take the opportunity of giving the 
members his personal views on some 
aspects of the past year and his thoughts 
for the future. In following this custom, 
after an eventful year in the life of the 
Institute and, indeed, the country, I 
find myself with the difficulty of being 
sufficiently selective in my choice of 
subjects for comment. 

It is interesting to note that two-thirds 
of the net growth in membership during 
the year has occurred in the area of 
members working in Ireland in the 
offices of practising accountants. This is 
an indication, perhaps, of the broadening 
of the scope of the services offered to 
clients by members in practice, and the 
new willingness to compete with industry 
and commerce to retain or attract back 
members to their offices to play im- 
portant roles in the servicing of clients. 


Education and training 


It is important that we should concen- 
trate our attention now on the evolution 
of a definitive long-term educational 
policy. This will have to be considered 
in the light of the revort on the structure 
of the examinations recently received 
from Professor Hally, and the changes in 
the body of knowledge required by the 
accountant of the future. 

One possibility which attracts me is the 
setting-up of one or more centres of 
accountancy education. Whether these 
should be run directly by the Institute, or 
organized under the auspices of the 
university system, or in some other way, 
is a question which would obviously 
require a great deal of resgarch. 

In either ‘case, subyantial finances 
would be involved, andfhere the decision 
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of the Council to set up an Educational 
Trust could be a vital element. If the 
Trust catches the imagination, and thus, 
the support, not alone of our members, 
but of the commercial and financial 
organizations who benefit from their 
services and rely on them for the main- 
tenance of the high standards which we 
have set ourselves, and perhaps of some 
well-endowed. foundation, then it would 
indeed be possible to make dramatic 
progress in the provision of educational 
facilities for our future members. 


Technical department 


In the technical area, the Committee, 
already hard pressed, is now engaged on a 
major promotional effort for the new 
accounting standards. The leaders in the 
business and financial community, as well 
as government departments, the Revenue, 
and State-sponsored bodies, both north 
and south, have recently been entertained 
at a number of promotional luncheons 
given by the Institute, and the reactions 
have been encouraging. | 

The Technical Committee is very much 
aware, firstly, of the need, for the full 
acceptance in a positive way of these new 
standards by all our members (on all of 
whom, whether in practice or in Industry 
and commerce, they are mandatory), and, 
secondly, of the vital necessity of doing 
much more to try and ensure their 
appreciation ` and acceptance by the 
financial and business community. 


District societies 


The various district societies continue to 
play an important role in the life of the 
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Institute, partly in providing an ad- 
ditional opportunity for participation by 
members in the work of the Institute, 
partly as an important link and channel 
of communication between the Council 
and the members generally, and partly a 
very important public relations role for 
the Institute in the various areas which 
they cover. We warmly welcome the 
formation during the year of the Western 
District Society, and hope that the 
relatively small areas in the country not 
adequately covered by the network of 
societies will soon remedy that deficiency, 
perhaps by affiliation to one of the 
existing district societies. 


International relations 


Our links with the other major accounting 
bodies in the world have been 
strengthened during the year by the many 
contacts which have taken place. I speak 
here not only of the major bodies in 
Great Britain, but also of the American 
and Canadian Institutes, at each of 
whose annual conventions this year I 
had the honour to represent this Institute, 
and in the process, to increase the existing 
awareness of, and interest in, our affairs; 
and the Australian Institute, from the 
Vice-President of which we had a very 
welcome visit recently. 

In my introduction to the annual 
report, I referred to the agreement in 
principle which had been worked out in 
the course of the series of constructive 
meetings with the Presidents of our sister 
Institutes in England and Wales, ‘and 
Scotland, for membership rights among 
the three Institutes. In other words, any 
member of our Institute who wishes to 
become a member of either the English 
or Scottish Institute (or both) will be 
able to do so, while retaining his Irish 
membership and paying the appropriate 
additionai subscription. 


The audit function 


I always feel that, despite the develop- 
ments which have taken place in recent 
years in the approach to auditing, this 
fundamental function of the practising 
members of the Institute is still far from 
sufficiently appreciated. The now out- 
dated ‘necessary evil’ reaction, is still, I 
am afraid, more the rule than the ex- 
ception. The audit function is now a 
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positive and constructive one, aimed 
towards an objective review of the 
systems of internal control and financial 
management of business, and the identifi- 
cation of weaknesses therein, just’ as 
much as it remains the historical ap- 
praisal, on behalf of the shareholders and 
others concerned, of the stewardship of 
the directors and management of the 
company. At least in its newer and more 
positive aspects, it surely deserves greater 
recognition and greater appreciation and 
a greater degree of acceptance by the 
business community and by our own 
members in industry and commerce. I 
suggest that it is up to our members in 
practice actively to promote this function 
in their dealings with their clients, and, 
indeed, in their positive approach to the 
carrying out of audits. In this way also, 
auditing as a career can be made a much 
more attractive and fruitful one for our 
members, with a consequent beneficial 
effect on the quality of the entrant 
attracted to the profession. 


Economic situation 


Turning to the broader picture of the 
‘world outside’, we have all, of course, 
been conscious every day of the past year 
of the terrible problems posed for the 
whole of this country by the political 
troubles in Northern Ireland. The tragic 
events there have never been far from my 
mind during my year of office, and 
they are, of course, of very special concern 
to this Institute, which represents the 
whole country. 

While in no way diminishing our 
anxiety at the human tragedies resulting 
from violence and unrest in Northern 
Ireland, we as an Institute and as 
individual chartered accountants might 
also well turn our minds towards the 
frightening economic consequences of 
the continuation of this situation. The 
economy in Northern Ireland has al- 
ready suffered grievous damage, and the 
consequences to which I have referred 
have this year seriously damaged the 
tourist industry in the Republic of 
Ireland. The continuous world-wide 
publicity given to our problems has 
begun to affect the willingness of foreign 
investors to venture their capital in the 
Republic. The danger is that the malaise 
could well spread — by greater damage to 
investor confidence, by serious damage 
to our exports, and even to the extent of 
influencing the availability of key im- 
ports to this country. 

In Northern Ireland, large capital 
funds have been promised, to help to 
restore the economy there, as soon as 
political conditions enable a start to be 
made. In both parts of the country the 
position is complicated by our facing 
entry into the European Economic 
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Community. Northern Ireland, with 
Great Britain, is already virtually in the 
Common Market with the progress of the 
legislation in Westminster. Whatever 
transitional economic difficulties may be 
created by our entry into the EEC, there 
is no doubt in my mind that the balance 
of advantage, for all sectors of the 
community in the long term, is heavily in 
favour of accession to the Treaty of Rome. 

The Government in the Republic has 
taken a number of steps to assist in- 
dustry in the difficult transitional period 
following entry, and to ensure that any 
problems of redundancy will be reduced 
to a minimum, and alleviated by re- 
training for a more viable industrial 
activity. 


Needs of smaller businesses 


The Institute is actively considering the 
part which practising firms of account- 
ants, including the smaller firms, can 
play in the provision of. constructive and 
practical help to smaller industries, to 


‘enable them to reorganize for Common 


Market conditions. This would par- 
ticularly relate to advising them on how 
to provide, in a simple form, management 
information, including forward pro- 
jections, which would crucially assist the 
decision-making process of the manage- 
ment of these small industries. We are 
encouraged in our approach to this 
problem by the government authorities 
concerned. 


Report of the Council 


Extracts from the 1971 Report of the 
Council are as follows: 


Accounting Standards Steering 
Committee 


During the year the Councils of the 
participating bodies have issued two 
further Statements of Standard Ac- 
counting Practice, namely, ‘Disclosure 
of Accounting Policies’ and ‘Earnings per 
Share’. Exposure Draft No. 3 ‘Account- 
ing for Acquisitions and Mergers’ was the 
subject of much critical comment. The 
draft statement is being re-written and 
will be issued again as an exposure 
draft before finalization. 


Professional ethics 


Following the relaxation of the ethical 
rules of the three Chartered Institutes in 
relation to management consultancy and 
to company registrar and data processing 
services, the Joint Committee on Pro- 
fessional Ethics is now looking into the 
feasibility of segregating the work of an 
accountancy practice under two main 
classifications, namely, reserved functions 
and commercial activities and permitting 
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the latter to be carried out by limited 
liability companies while relaxing the 
rules regarding publicity. 


UEC 


The President and Secretary led a 
delegation of nine members to the UEC 
Study Conference held in London from 
October 4th to 8th, 1971. During the 
conference the President and Mrs 
Crowley were joint hosts with the Irish 
Ambassador and Mrs O’Sullivan at a 
reception in the Irish Embassy. 

The Institute continues to be repre- 
sented directly on the Assemblée des 
Délégués of UEC and on its Education 
and Training sub-committee. It is repre- 
sented jointly with the Scottish Institute 
and The Association of Certified Ac- 
countants on the Executive Committee. 


International Congress 


The Irish delegation to the Tenth 
International Congress of Accountants to 
be held in Sydney in October 1972, will 
be led by the President and the Director. 
It is expected that some ten other 
members will also be there representing 
the Institute. 


_ Professional development 


courses 


The Courses Committees, both north’ 
and south, arranged. full programmes of 

courses during the year. Unfortunately, 

some difficulties arose which prevented 

these programmes being fully adhered 

to but nevertheless it was encouraging to 

see a large number of members partici- ` 
pating, especially in courses dealing with 

taxation matters. 

Because of increasing specialization, 
the arrangements for courses are more 
and more being left in the hands of 
competent individual lecturers and teams 
of lecturers. 


Professional indemnity 
insurance 


During the year the successful conclusion 
of nezotiations for a professional in- 
demnity insurance scheme for members 
of the Institute in practice in Ireland 
was announced and is now operative. 
Early reports indicate that the scheme is 
successful and has been well received by 
members. 


Institute conference 


Arrangements have been made to hold 
the Institute bi-annual conference in 
the Slieve Donard Hotel, Newcastle, 
from September 21st to 24th. The 
traditional week-end conference is thus 
being expandey to commence on Thurs- 
day evening, a Ke through to Sunday 
morning.. 
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The Graduate Management Accountant 


ICMA Conference of Universities and Polytechnics 


VER fifty representatives of uni- 
versities and polytechnics assembled 
at the Connaught Rooms on Tuesday of 
last week for a one-day seminar organized 
by The Institute of Cost and Management 
Accountants. The ICMA for many 
years has granted exemption from certain 
of its examinatior papers to holders of 
approved degrees and professional dip- 
lomas, and the aim of the present con- 
ference was to attract additional graduates 
Into management accounting as a pro- 
fession and to consider the further 
development of suitable degree courses. 
Dr J. M. 8. Risk, B.COM., C.A., F.C.M.A,, 
J-DIP.M.A., F.C.1.8., President of the 
Institute, was in the chair. Opening the 
proceedings, he stressed the importance 
of the ICMA as a specialist accountancy 
body in the field of decision, planning and 
control. | 


Encouraging graduate entry 


“The first discussion period was led by 
Mr J. Baggott, B.sc.(ECoN.), A.C.M.A., on 
the academic and practical needs of the 
ICMA qualification. The last ten years 
had seen marked changes in the demands 
made by commercial organizations on 
their accountants. This change was 
evidenced by the emphasis now placed on 
the effective use of available resources, 
the demand for efficient control data and 
the increasing demand from management 
for adequate and up-to-date information 
to assist in decision making. 

The Institute, recognizing the broader 
demands now being made upon ac- 
countants working in industrial and 
commercial organizations, was com- 
mitted to making cost and management 
accountancy a graduate profession. As 
from 1973, the minimum academic entry 
requirement for registered students would 
be two ‘A’ levels. 

The ICMA acknowledged its in- 
debtedness to those institutions of further 
education which already provided excel- 
lent courses in preparation for the 
Institute’s examinations. In view of the 
requirement for the best possible graduate 
intake. it was now looking forward to 
regular contact with universities and 
polytechnics. , 


Suitable degree — g 


Mr Michael Bromwi B.SC.(ECON.), 
A.C.M.A., introduced the second discussion 


period on the type of university or CNAA 
degree forming the best foundation for the 
prospective management accountant. One 
aim of a university degree was to provide 
a solid intellectual foundation for future 
career development — an objective which 
might be achieved, in part, by studying 
in some depth subjects which form the 
foundations of ‘that mongrel subject’ 
accounting. Such subjects might include, 
for example, economics, law, mathe- 
matics and statistics, 
ministration, behavioural studies, and 
computer science. Unfortunately, not all 
of these could be fitted into a three-year 
degree course. 

Most universities, it was suggested, 
preferred to treat foundational and 
related subjects deeply or not at all; thus 
subject-for-subject exemptions were un- 
likely to encourage university degrees 
covering the whole of the ICMA syllabus. 

A possible solution might lie in the 
direction of not insisting on close corres- 
pondence between ICMA and university 
examinations; the Institute should rather 
ask itself whether the total degree was 
likely to produce successful accountants, 
bearing in mind that major efforts in one 
area of study might compensate for 
deficiencies elsewhere. Any such de- 
ficiencies would also be remedied by the 
Institute’s requirement of high pro- 
fessional competence before admission to 
membership. 


Specific exemptions 


Mr J. F. Keen, F.C.M.A., chief technical 
officer of the Institute, then spoke of the 
response to last year’s invitation from the 
Institute to educational institutions to 
submit details of degree and diploma 
courses covering subjects similar to those 
of the ICMA examinations. 

A system of exemption, it was pointed 
out, could function satisfactorily only 
if based on an exact and up-to-date 
knowledge of the standard of the exempt- 
ing qualification (a point of potential 
difficulty, particularly in the case of 
overseas qualifications) and willingness to 
meet the arguments inevitably arising 
from the necessity to draw fine dis- 
tinctions between the desirable and 
undesirable exemption. With regard to 
Parts I and II of the ICMA examination, 
‘broad brush’ exemption policies had been 
followed towards business graduates, 
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taking the view that the subjects of 
Parts I and II are further tested in later 
parts of the Institute’s examinations, 

Mr Keen instanced various cases in 
which exemptions had been refused. 
These included a syllabus in ‘industrial 
and commercial law’ in which the former 
was only briefly mentioned, and no 
questions in industrial law had been set in 
the examination; two accountancy papers 
inchiding only a single question in 
taxation; and a general paper on ‘Ad- 
ministration’ which gave a wide choice of 
questions and included only one on 
computers. 


Intensive courses 


Miss K. M. Davidson, B.A., the In- 
stitute’s chief education officer, 
emphasized that the ‘maximum 
exemption’ graduate was in a different 
category from the ‘A’ level school leaver. 
It was necessary for his course in pro- 
fessional studies to be short and intensive, 
linking the academic with the practical. 
As a basic pattern, it was suggested, the 
candidate should be required to show 
evidence of having worked in a suitable 
environment for not less than 12 months 
at the date of the qualifying examination, 
and tuition should be by a combination 
of private study and tutorials extending 
over one year, culminating with a six- 
week full-time course immediately before 
the examination. Some polytechnics and 
colleges, it was suggested, should be able 
to offer package courses along these lines. 

Mr L. W. Rice, B.sc.(ECoN.), F.C.M.A., 
J.DIP.M.A., believed that the need for 
formal post-qualification educational pro- 
grammes could best be met by one-day 
courses on specialized subjects or one- 
week courses allowing concentrated at- 
tention to areas of value to management 
accountants. He invited suggestions for 
courses fitting into either of these cate- 
gories, and also contributions generally 
to the theme of post-qualifying education; 
the Institute’s plans were at present ‘very 
much in the formative stage’. 

Academic bodies could be a valuable 
source of new developments and could 
also assist materially with the provision of 
speakers and accommodation. The ICMA 
was keen to be associated with courses of 
value to its members, and would be 
interested in dual sponsorship of such 
courses. 
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Winding up the discussion, Dr C. F. 
Carter of the University of Lancaster 
reminded his audience that the students 
now passing through their hands would 
be practising their profession ‘well into 
the next century’ and spoke of the 
advantages of training the mind and at 
the same time learning something useful. 

Distinguishing between subjects 
examined by the universities and by the 
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professional bodies, he suggested that the 
latter were still setting too many quasi- 
academic examinations, and referred to 
the importance of ability to apply knowl- 


edge. With regard to the Institute’s . 


requirement of practical experience for 
admission to membership, he was critical 
of obtaining qualifying experience after 
examination, and advocated a final 
examination of such a nature as could not 
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be passed with less than three years’ 
practical experience. He also urged the 
Institute not to set its sights too low. 

Thanking all participants. for their 
attendance, the President said that he had 
been greatly encouraged by the wide 
support given to the conference, and by 
the prospect of further co-operation 
between universities and polytechnics 
and the Institute. 


The Case for a Junior Professional Body 


by PETER R. PENNINGTON LEGH, PRESIDENT OF ACASS 


CASS was directed by the Notting- 

ham Council to graduate from a 
student society to a junior professional 
body. The change is in recognition of the 
upgrading of standards at the three stages 
of professional education: the standard 
of intake, the standards of practical 
experience, and the standard of examina- 
tion. 

Minimum entry qualifications have 
progressed from "OH levels to ‘A’ levels, 
and will, within a short period of time, 
be 80 per cent graduate with provision 
for back door entry. The Scottish Insti- 
tute have opted for graduate or equivalent 
entry and comparable bodies in America 
and in Europe demand higher entry 
standards which in turn lead to a com- 
mensurate increase in the calibre of 
trainee. Consequently, the increasing 
potential upon qualification, responsi- 
bility during training and the influence 
of the young professional all show upward 
trends. 


Response to change 


The status of the profession itself must 
be seen to improve if it is to respond to 
the rate of industrial, social and profes- 
sional change. Its position (analogous only 
to the Law Society) is that of a quasi- 
statutory body. Control of accounting 
and professional standards depends upon 
the manner in which the professional 
body and its members provide for the 
requirements of the commercial world 
with regard to bases and criteria. It is in 
the interests of the young professional 
(perhaps to a greater extent than the 
established member of the Institute) for 
the currency of the qualification and the 
governing body to remain high. 

The young professional, qualified, and 
‘in the process of qualification, has a 
commitment to the profession (a mutual 
commitment) from the date he signs 
articles. It is his profession as much as 


that of the man who qualified in 1920. 
This commitment must manifest itself in 
participation and involvement, and whilst 
the objects and activities of the student 
societies will not be changed until this 
need for change arrives, the national body 
must equip itself to carry out this more 
advanced active role (which incidentally 
it has increasingly been doing since 


1969). 
For ACASS read AYAS 


The Association will effectively become 
the Association of Young Accountant 
Societies. 'The membership of these 
societies will not initially change in 
response to the requirements of the 
members. However, the Association will 
consider the enlistment of qualified 
accountants up to the age of 30 to be of 
maximum importance. It should be 
emphasized that the difference between 
qualified and unqualified members is 
primarily one of experience and the gap 
existing at the present is a hangover of 
the subjection and the patronizing atti- 
tude which prevailed in the past. The 
gap is narrowing. 

The justification for retaining newly 
qualified accountants should be evident 
to all. It encourages continuity, the 
application of experience, the introduc- 
tion of more maturity and the narrowing 
of the anachronistic clerk—principal gap. 
The justification for creating a junior 
professional body is not so obvious, 
particularly when you look around the 
office and see little interest and hardly 
any professionalism. The Institute faces 
the same problem and in a recent ad hoc 
report on district societies, they avoided 
the word ‘apathy’ with great skill, yet it 
was implied in nearly every recommenda- 
tion. Like father: like son. 

The alternative to ungrading the 
student may be to create a Young 
Accountants’ Group which would divert 


from both the Institute and the student 
societies, the experience, enthusiasm 
and knowledge of the contemporary 
accountant. As it is, he is lost in the main 
body, without a voice or an influence in 
the running of the profession he will 
inherit. 

At the moment, the Institute, the 
young accountant, and the student lose, 
yet the ACASS proposals benefit all 
three. Needless to say, the conservatives 
think what was good enough for their 
principals, is good enough for them; the 
pedantic think the theory is good, but it 
will be impossible to implement; the 
Institute approve of the concept but fear 
the effect upon their members, and the 
students have been demanding it for 
years without knowing the form it would 
take. 


SHEFFIELD’S SUMMER COURSE 


FoLLowinG the success of its summer 
course last year and, as referred to under 
‘Roundabout’ on May 4th, its “great 
strides in education’, Shefheld CASS 
continue to capitalize upon these achieve- 
ments by arranging another non-resi- 
dential summer course for Final Part I 
and II students at Sheffield University 
from Thursday, July 27th, to mid-day 
Saturday, July 29th. 

Lecturers from Caer Rhun Hall will 
provide intensive tuition as well as 
specially prepared manuals with com- 
prehensive notes and illustrations. The 
programme will consist of lectures for 
Part I students on estate duty and 
executorship, capital allowances, and 
trading losses, and for Part II students on 
capital gains tax, consolidated accounts, 
and standard costing. Lectures wil 
finish at 4.30 p.m. each day and will be 
followed by direcied studies. 

The cost of thé course will be £3-50 
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inclusive of lunches. This modest charge 
is {£1 cheaper than last year and has only 
been achieved by reason of a substantial 
grant from the joint tuition committee. 
Principals are expecting their articled 
clerks to discuss the course with them, 
and as it is likely that the course will be 
oversubscribed, members wishing to 
attend are advised to inform without 
delay Peter J. Flint, Secretary, Joint 
Tuition Committee, c/o 22 Norfolk Row, 
Sheffield S12 PA, enclosing the course fee. 


BYSTANDER’S COLUMN 
~ contributed 


The Price of 
Professionalism 


HE price of professionalism, accord- 

ing to the Special Committee of The 
Institute of Chartered Accountants in 
England and Wales, will soon be £50. 
This is the amount they intend that newly 
qualified accountants should have to pay 
for their admission to the Institute: this 
is just the entry fee — the annual sub- 
scription still has to be paid. 

I resent the fact that after several years 

of underpaid employment, articled clerks 
who successfully pass their examinations 
should have to face a means test. For 
this is what the sum of {£50 represents. 
There is no suggestion that it is a fair 
estimate of the costs of processing an 
applicant’s membership forms, rather it is 
implicitly stated in the Special Com- 
mittee’s Report that this levy would 
enable the Institute to lower established 
members’ subscriptions! 
. This is so brazen a suggestion that it 
seems to have aroused little anger — so 
far. But I understand that at its liaison 
meeting with the Institute on May 2nd 
(‘Roundabout’, May 11th), Terry Webb, 
the Secretary of the Association of 
Chartered ` Accountants’ Students 
Societies, branded it as an ‘outrageous 
imposition on poorly paid articled clerks 
which, being levied as it is, at the climax 
of several years of successful study, 
smacks of nothing less than extortion on 
the part of the Institute’. Certainly it is a 
mark of professional incompetence to 
raise an amount on which no income tax 
relief is available. 
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Charterac FC 


Student society sports secretaries, many of whom bemoan their luck to Round. 
about at their failure to get good football players and also finance, will doubtless 
be interested to read the following account sent to ‘Roundabout’ by Alan 
Shepherd, secretary of the Sheffield CASS, showing how his Society has 
gone about building up a football club of quality and financial stability. 


SEASON that promised so much for 

so long ended in final disappointment 
last month for Sheffield CASS’s football 
team, Charterac. After leading the Shef- 
field Sunday Imperial League for most 
of the season, they faced up to their 
keenest rivals, Midway, in the final 
match needing one point for the title, 
but without four regular first team 
players. 

So it was that, on the day, Charterac 
just weren’t good enough, and an 
energetic and skilful Midway side, spur- 
red on by a frenzied crowd of supporters, 
swept to a 4-1 victory — Charterac’s 
solitary goal coming from Philip Fisher. 


Tireless worker 


The side, which started in the Second 
Division in September 1970, has had 
financial assistance from the Students’ 
Society, but in all other respects it has 
been dependent on Phil Hall, a member 
of the Society’s committee and founder 
of the team. Running a football club is an 
arduous business and in all respects, from 
washing the kit to captaining the side, he 
was a tireless worker. 

The reward of that first season was a 
great improvement in its performances 
in the occasional friendlies with other 
student societies (witness Liverpool and 
a 10-1 hammering!) and promotion to the 
First Division. To meet that challenge 
wholesale reorganization took place. The 
Society granted the club an annual £20 
and, that apart, the club thenceforward 
became financially autonomous. A con- 
stitution was drawn up and approved by 
the Society’s committee and at the club’s 
first general meeting, a five-man commit- 
tee was elected. 

Charterac’s excellent ground, made 
available by a local firm at a cost of £5 
per match, impressed visitors and pro- 
vided a perfect setting for some great 
performances. Scorelines of 5, 6, 7 and 


g-o became commonplace and it seemed 
as though the club would stride inexor- 
ably to the championship. Over-confi- 
dence, however, had its Nemesis. 

The second team, which the club 
formed this year, has had a less successful 
season, finishing in the nether regions of 
the Second Division. Nevertheless results 
improved towards the end and enthusiasm 
has grown. Next year promises much 
better things. 


The cost 


Running two football teams is a costly 
business and it is here that Charterac 
achieved what was, perhaps, its greatest 
success. 

The players themselves contributed a 
great deal of money in weekly subscrip- 
tions, 25p for first teamers, 2op in the 
second, and the committee augmented 
this and the Society’s £20 donation by 
organizing a raffle to coincide with the 
Christmas party, which made a profit of 
£62. A circular to local accountants also 
raised in the region of {60 in donations, 
the donors then becoming ‘patrons’ of 
the club, entitled to a copy of the annual 
report and audited accounts due out in 
June. 

The club is therefore at present sound 
financially, but wear and tear has taken 
its toll. A complete new strip is vital for 
next season and this will bite greedily into 
the club funds. In addition, with decent 
matchballs costing anything up to {14, 
and a £5 per week ground to pay for, the 
club certainly cannot afford to stand still 
financially or rest smugly on past achieve- 
ments. I 

Next season the first team has been 
elected to the Sheffield and District 
Sunday League ~ the. ‘big league’, when 
all its qualities will be tested to the full. 
Until then and the kick-off in September, 
Sunday mornings just won’t seem the 
same. 
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PROFESSIONAL NOTICES 


ANGUS, CAMPBELL & Co, Chartered Ac- 
countants, of Ling House, Dominion 
Street, London EC2, announce the retire- 
ment of Mr W. J. DyMOTT, M.B.E., F.C.A., 
as a partner on April 30th, 1972, after 
48 years with the firm. He will continue 
to be available as a consultant. 


Macnair, Mason, Evans & Co, 
Chartered Accountants, of 62 New 
Broad Street, London EC2M ILA, 
announce that Mr GRAHAM N. HALL, 
F.C.A., was admitted to partnership on 
April 24th, 1972. 

EDWARD Moore AND Sons, Chartered 
Accountants, of London, CLUNIE AND 
Scott, Chartered Accountants, of Edin- 
burgh, and FLEMING AND WILSON, 
Chartered Accountants, of Glasgow; 
announce the formation on May rst, 
1972, of a firm under the name of 
EDWARD Moore & Sons (SCOTLAND) to 
practise in Scotland. The existing prac- 
tices of the three firms will otherwise 
continue unchanged. The partners in the 
new firm are Messrs M. F. Moore, 
BoA. PF. Wa Fos, roa, K. G. 
SUTHERLAND, CA. R. F. HAIG, C.A., 
A.C.1.8., D. J. S. WILSON, C.A., and W. B. 
STEVEN, C.A. The addresses from which 
the business of the new firm will be 
carried out are 7 Melville Crescent, 
Edinburgh EH3 7NA and 45 Renfield 
Street, Glasgow G2 1LA. 


SMALLFIELD, FITZHUGH, TILLETT & Co, 
Chartered Accountants, of 24 Portland 
Place, London W1N 4AU announce that 
Messrs JACK PAYNE, A.C.A., and JOHN 
MASKELL, A.C.A., have both been ad- 
mitted to the partnership. 


SPICER AND PEGLER, Chartered Ac- 
countants, of London and Manchester 
announce that with effect from May Ist, 
1972, the partners of the undermentioned 
practices have been taken into partner- 
ship: RUSSELL, DuRIE Kerr, WATSON & 
Co, Birmingham; SLATER, DOMINY A 
SWANN, Cambridge; JOHN (GORDON, 
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HARRISON, ‘TAYLOR & Co (incorporating 
NORMAN HURTLEY & Co and ‘THEODORE 
B. Jones & Co), Leeds. These firms, 
with which SPICER AND PEGLER have been 
associated for several years, will practise 
both in the name of SPICER AND PEGLER 
and in their existing names. At the same 
time the following changes have also 
taken place: Mr E. Duncan TAYLOR, 
F.C.A., retired from the Leeds partnership 
after 53 years in practice, including 40 
years as a senior partner, but will con- 
tinue to be available for consultation. Mr 
CLIFFORD GEIPEL, F.C.A., retired from the 
Birmingham partnership after 40 years in 
practice. Mr ROGER CHEESLEY, A.C.A., in 
London and Mr ROGER BARRETT, A.C.A., 
in Leeds, who have both been associated 
with those firms for several years, have 
been admitted to partnership. 

Tuomson McLintocxk & Co, North 
East, announce that Mr A. C. DIXON, 
MEE: Tp. DL, BEE, and Mr GG D. 
WEIR, F.C.A., retired from the partnership 
on April 30th, 1972, but remain available 
for consultation. 


H. W. West & Co, Chartered Ac- 
countants, announce that Mr SIMON E. 
BROCKLEHURST, A.C.A., having been with 
the firm for a short time, became a 
partner on April Ist, 1972. 


WHITTAKER, BAILEY & Co, Chartered 
Accountants, announce that Mr E. J. 
CHARD, F.C.A. retired from the firm on 
April 30th, 1972, but will remain available 
in a consultant capacity. The practice will 
be continued by the remaining partners, 
Mr R. C. NIDDRIE, F.C.A., A.T.LI. and 
Mr R. MICHAEL GORDON, F.C.A. 


APPOINTMENTS 


Mr John Featherstone, F.c.A., has 
been appointed a director of Hoggett 
Bowers & Partners Ltd, and will take 
control of that company’s Eastern and 





Mr J. Featherstone Mr R. Howgate 
Scottish regions. Mr Rodney Howgate, 
F.c.A., has also been appointed a director 
of the company, with responsibility for 
the West, North West and Irish regions. 

Mr J. A. Capleton, F.c.c.a., has 
recently been elected a Member of the 
Jamaica House of Representatives and 
has been appointed Parliamentary Secre- 
tary in the Ministry of Labour. 


Mr A. Z. Preston, LL.B., F.C.C.A., 
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Pro Vice-Chancellor, Finance, in the 
University of the West Indies, has been 
appointed Chairman of the Public Pas- 
senger Transport Board of Jamaica. 


VAT COURSES 


Four one-day VAT courses are being 
organized by The Institute of Cost and 
Management Accountants over the next 
few weeks, when the speakers will 
include a senior official of Customs and 
Excise. 

The first course will be on May 25th 
at the Connaught Rooms, London WCa2, 
and the others on June Ist at the Grand 
Hotel, Bristol; June 6th at the Midland 
Hotel, Birmingham; and June 13th at 
the Midland Hotel, Manchester. 

Applications (inclusive fee £20) should 
be made to the PQE Secretary, ICMA, 
63 Portland Place, London W1N 4AB. 


JOINT MEETING 
IN MANCHESTER 


A joint meeting has been arranged by 
Mr Leonard Crispin, F.c.A., between 
members of the Manchester Society of 
Chartered Accountants, the Manchester 
and District Branch of The Institute of 
Taxation and the Manchester Law 
Society, to be held at The Grand Hotel, 
Manchester, on May 24th. The subject 
chosen for discussion is ‘Estate duty and 
taxation aspects of creating a settlement’, 
and the principal speaker will be Mr 
Ralph Ray, B.SC.(ECON.), A.T.I.I. 

Fee for the meeting, including a buffet 
meal, is (zs, Details may be obtained 
from Mr J. M. Gilliat, B.A. (Got) 
F.c.A., District Information Officer, 
Manchester Society of Chartered Account- 
ants, 46 Fountain Street, Manchester 
M2 2AD. 


RECORD ATTENDANCE AT 
LDS TAX CONFERENCE 


In spite of the railway dispute, a record 
audience of 730 attended the London 
Chartered Accountants’ one-day con- 
ference on the Finance Bill 1972, held at 
the Café Royal last Friday. 

The morning was devoted almost 
entirely to corporation tax reform. Mr 
Halmer Hudson, F.c.A., pointed out that 
the major immediate problems related to 
accounting periods straddling April 6th, 
1973. It was essential, in certain cases, 
to make distributions before that period 
started; indeed, some companies with 
an April 30th year-end were already too 
late to take remedial action. 

Mr Derek Cox, F.C.A., explained the 
payment of advance corporation tax on 
qualifying distributions after April 5th, 
1973, and how si payments were set 
off against the Sompany’s mainstream 
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corporation tax liability. He also dealt 
with the reduced rate of corporation tax 
to be charged where a company’s profits 
did not exceed £25,000, and warned that 
where associated companies existed the 
benefit of the reduced rate might not be 
fully obtained. 


IN PARLIAMENT 


Joint-stock Company 
Management 


Sir B. RHYs WILLIAMS asked the Secre- 
tary of State for Trade and Industry 
what consultations he has held with 
officials of the Bank of England in regard 
to the efficiency of joint-stock company 
management; and if he will make a 
statement. 

Mr Joun Davies: My department will 
remain in touch with the Bank on this as 
on other matters of common interest. My 
hon. friend will of course recall the 
initiatives announced by the CBI and the 
Governor on March 15th [The 
Accountant, March 23rd]. 

Sir B. Ruys WILLIAMS: I thank my 
right hon. friend for that reply. Is there 
not a danger that if certain institutional 
shareholders or their nominees are given 
special access to company managements 
or to confidential information two classes 
of shareholder will develop? Would it 
not be better to introduce some form of 
management audit by getting the non- 
executive directors to perform a more 
positive function? 

Mr Davies: My hon. friend will of 
course realize that the work contemplated 
by the CBI specifically concerns non- 
executive directors. The two studies are 
therefore proceeding in parallel but in 
close sympathy, and they should produce 
the kind of information which should be 
useful in seeing how the future can best 
be organized. 

Hansard, May 8th, 1972. Oral answers, 
col. 898. 


CORRECTION 


In the caption to the picture on page 611 
of last week’s issue, the names of two of 
the officers of The British Petroleum Co 
were incorrectly given. The officers 


pictured with Mr A. F. Down were, 
left to right: Messrs R. G. Edwards, 
KOGA, G H. Ackroyd, Sea, D. J. 
Bignell and E. W. Hubbard, A.C.C.A. 
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ICMA WEST SURREY BRANCH DINNER 


Replying to the toast of The Institute of 
Cost and Management Accountants at 
the recent West Surrey Branch dinner, 
the President of the Institute, Dr 
J. M. S. Risk, B.COM., CA, F.C.M.A., 
J.DIP.M.A., F.C.LS., emphasized the im- 
portance of the ICMA qualification and 
the great contribution its members were 
making to industry not only in the 
United Kingdom but in many countries 
throughout the world. Earlier, he re- 
viewed recent events concerning the 
accountancy profession generally. 
Proposing the toast, Mr G. C. 
Oxley-Sidey, LL.B., F.c.M.A., the Branch 
President, referred to the activities of the 
Branch and the record attendances at 
meetings held during the past session. 
Guests included Mr T. B. Degenhardt, 
M.A., F.C.1.S., Secretary-Designate of the 
Institute; Mr D. A. J. Manser, F.c.A., 


divison, British Steel Corporation, and the 
chairmen of kindred bodies’ local societies. 





Dr J. M. S. Risk, President of the Institute, 


F.C.M.A., J.DIP.M.A., senior executive, 
‘Thomas Tilling; Mr A. P Ritchie, right, Mr G. C. Oxley-Sidey, Branch President, 
F.C.M.A., manager, capital projects and Mrs Risk. 

GOLF 


The Wood Cup 


The annual match between the Asso- 
ciation of Scottish Chartered Accountants 
in London Golf Club and the Chartered 
Accountants’ Golfing Seciety for the 
Wood Cup was played at the Berkshire 
Golf Club on April 2oth. The contest 
consists of Stableford foursomes com- 





CAGS Society Pts 
A. B. Green 1 

P. D. Larman f es 
E. K. Govett £ aM 
R. S. Hart J ost 
R. C. Bennett l Get 
G. H. Dudley f 29 
P. Knight À _ 
J. H. Bradfield f 53 
M. Holt R 
D. W. Gibson k 52 
J. Thornton D ü 
A. M. Milling f = 

‘Total 


329 





petitions under handicap over 36 holes 
and the six best scores of both the Scottish 
and English Societies decide who shall 
hold the Cup for the year. 

On this occasion the Cup was won by 
the Scottish Society by 336 points to 329 
points. 

Scottish Association Pts 
P. Binns 
D. L. Spence 


J. D. St. C. Harrison 
N. G. Crabtree 


60 


D. J. Heigham 
D. Ç. G. ‘Todd 
A. Smith 

K. R. H. Murray 
H. C. Hopkins 
M. R. Hargreaves 
C. R. Dimpfl 

I. S. Gray 


—— t 





'Total 336 


Prize-winners (no pair could take more than one prize) were: 


Thirty-six holes 


First: A.B. Green (a.m. 31) - P. D. Larman (p.m. 31) eh W gi 62 
Morning 

First: E. K. Govett and R. S. Hart (on last nine, 17 points) .. ¿a T 31 

Second: G. Walker and V. Lall (on last nine, 12 points) .. eh D CS 31 


Afternoon 
First: P. Binns and D. L. Spence .. 
Second: P. R. Bligh and T. E. Breakell 


STOCKTAKING for audit stock control, etc.carried out by 
independent experts, quickly and efficiently 


ERNEST J. GEORGE & CO wm 


THE PROFESSIONAL STOCKTAKING SERVICE GARDALE HOUSE 122 GATLEY ROAD GATLEY CHEADLE CHESHIRE Tel. 061 428 6718 
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Knight 
Frank & 
Rutley 


Auctioneers and Surveyors 


Valuers of Industrial Properties 


Plant and Machinery 
Fire Loss Assessors. 


20: Hanover Square, London WIR OAH Tel. 01-629 8171 | 
Edinburgh: 8 Charlotte Street, Edinburgh EH2 App Tel. 031-226 7147 
Hereford: 14 Broad Street, Hereford Tel. 0432 3087 ` 


specialising in 
factories, 

commercial 
properties, 
plant and š : 
machinery o 


EDWARD RUSHTON SON & KENYON 


Incorporating Richard Hoyle & Co, 


£ 
Des COURT, EXCHANGE STRE 
Telephone: 061-834 481 none, S 
2 DUNCAN TERRACE, C 
Telephone: 01-278 6951 


ET, MANCHESTER, M2 au. 


ONDON N1 882. 








A ‘mini computer’ 
on your desk... 





@ Compact 
@ Silent 
@ Versatile 


' A miracle of compact electronic design, using latest solid-state 
circuitry, this attractively styled desk-top calculator adds, subtracts, 
‘multiplies, divides (with autcmatic decimal point). performs 
mixed sequential calculations, gives instant readout. Easy to use, 
ready to go to work anywhere you can plug into AC mains. 
Complete with operation manual. ek 
















immediate delivery — make your cheque payable to: 


HARRIS OVERSEAS LIMITED (Dept A) 


Harvard House, 14 Thames “Road, Barking, Essex 
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Lo ok after your ‘clients — 
the NorwichWay | 
with new Shop Plus 








Our Shop Plus policy is a 
package insurance for retailers 
-with up to £10,000 of contents. 
Plus points: 

Plus 1 Wide basic cover. 
Standard package includes 
all the basic insurances a 
shopkeeper normally 


Plus 3 Seasonal increases. 
Contents cover 
automatically increased 

f by 20% during 


gs lade. November, December 
Fp] and the month before 
K Easter. 
Plus 4 Simple proposal form. 
needs. Saves time and makes Shop 


Plus 2 Flexibility. | Plus easy to understand. 
| When required, policy can include Plus 5 Competitive premiums. 


- shop buildings, specialglassand . _ Shop Plus is another Norwich Way to 
signs, spoilage of food in freezers, | help you and your clients. Why not ask your 
goods in transit, personal accident nearest Norwich Union office 
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Something Old, Something New... 


‘Something old, something new, 
Something borrowed, something blue —’ 


HE traditional formula for a bridal outfit might almost 

be applied, with respect, to the recent proposals for 
professional education and training by the Council of The 
Institute of Chartered Accountants in England and Wales, 
featured on other pages of this issue. 

Amongst the old and well-tried specifics to be retained is 
the Council’s insistence on a training contract with a 
member of the Institute in public practice as a fundamental 
requirement. There is, of course, much that is new, 
including provision for compulsory foundation studies and 
the revised examination syllabus. Borrowed — from the 
Wharton School of Finance and Commerce in the Univer- 
sity of Pennsylvania — has been Professor David Solomons 
to conduct a long-range inquiry into professional education 
and training on behalf of the Advisory Board for Ac- 
countancy Education, whilst the ‘blue’ will doubtless be 
furnished by those student representatives to whom articled 
service is tantamount to indentured contract labour, and 
who will find that the Council adheres to its view that 
‘unrestricted transferability of a training contract is not 
acceptable’. 

Subject to certain transitional provisions, the Institute is 
already committed to a minimum entry standard, for new 
students, comparable to that -required for entry to a 
British university. It may not be inappropriate to remark 
that this was the position in the past, in the days of matri- 
culation and School Certificate examinations, and when 
the Institute’s own Preliminary examination — for non- 
matriculated candidates for articles — showed a higher 
percentage of failures than did the Final. It was the intro- 
duction of the General Certificate of Education which had 
the effect, in the view of some members of the Institute, 
of reducing the minimum entry standard to an unaccept- 
ably low level, and led to accountancy being regarded by 
careers teachers as an ‘OQ’-level profession. ` 

For the ‘A’-level school-leaver, a ‘foundation’ course of 


one academic year, in addition to the four years’ training 
contract, is likely to become compulsory after August 
1973. Based on experience of the (presently voluntary) 
nine months’ courses, the Council sees foundation courses 
as an essential preliminary element in the education and 
training of future chartered accountants; such courses, 
being outside the minimum term of in-office practical 
experience, are intended not to reduce the need for such 
experience, but rather to strengthen and enhance its value. 
Inguiries which have been made of local education authori- 
ties, it is encouraging to note, suggest a potentially 
sympathetic attitude towards grant applications from stu- 
dents attending foundation courses—though there are 


local differences of policy, and individual inquiry should 


be made in all cases. 

University graduates will be able to claim exemption 
from the foundation course ‘when their university studies 
have covered appropriate topics’. These who have not 
studied the requisite topics — envisaged as accounting, 
statistics, law, and economics — will be encouraged to 
take appropriate post-graduate courses leading to such 
exemption. Considerable emphasis has been recently laid, 
by most of the recognized bodies of accountants, on 
graduate recruitment; the English Institute’s new graduate 
intake in 1971 was nearly 30 per cent of all newly-articled 
clerks, and is expected to approach 50 per cent by 1975. 

The projected pattern of education and training, being 
based upon higher entry standards and the compulsory 
foundation course, is expected to enable the student ‘to 
develop his knowledge and understanding in greater depth 
than hitherto, and to answer a more rigorous intellectual 
challenge than had been posed by previous syllabi and 
examination papers’. In other words, the professional 
examinations are going to be set a still higher level — 
though concentrated on the common areas of basic 
knowledge required of all chartered accountants. 

Recognizing the impracticability of examining each 
individual’s competence in every aspect of the work of a 
chartered accountant, the Council proposes to introduce 
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post-qualifying tests of knowledge and experience (possibly 
leading to Fellowship as a post-graduate specialist diploma) 
and to require a minimum of two years’ satisfactory post- 
qualification experience for the award of a practising 
cértificate; these two proposals, it will be remembered, 
. were favoured by a majority of the Special Committee on 
Future Policy which reported earlier this year (The Account- 
ant, February 24th). 

Though nobody has shown much liking for the title of 
‘accounting technicians’ to indicate those appropriately 

‘qualified to perform duties at less than the full professional 
. level of competence, a workable alternative is not yet 
before us. The Institute’s Council, whilst accepting in 
principle the case for a ‘technician’ grade, is not yet decided 
upon their future relationship with the Institute, and is to 
pursue further discussions with district societies to 
this end. Nor does the Institute intend to set its own 
‘technician’ examination, relying instead on the Ordinary 
National Certificate in Business Studies (suitable courses 
for which are available at some 250 colleges in England 
and Wales) combined with three years’ relevant practical 
experience in a practising office. 

As a transitional measure, members of the Institute 
have been advised that suitable junior staff should be 
encouraged to begin an ONC course in Business Studies 
in the autumn of 1972, and that existing ONC holders in 
Business Studies are eligible for recruitment as potential 
accounting technicians. The Council also emphasizes that 
the aim of introduction of the ‘technician’ grade is to 
improve the standard and standing of junior staff in profes- 
sional offices, rather than to provide an alternative level 
for those who have failed to qualify as chartered accountants. 

The Council bases its continuing insistence on the funda- 
mental importance of training in professional practice on 
the range and variety of experience which is available in 
this field, and which is considered to provide a broad base 
for future development. This is no doubt a carefully- 
considered view, born of long experience — the salaries and 
conditions currently offered in many offices will, it is 
hoped, suffice to quell the unworthy thought that it is 
intended to guarantee practising members a continuing 
source of cheap labour — but it also places responsibility 
for training the new intake upon perhaps one-quarter of 
the Institute’s present membership. 

The reaction of many practising members to the new 
proposals is likely to be governed by their impact upon the 
staffing of professional offices, particularly in 1973, when 
the number of eligible articled clerks coming forward will 
be artificially restricted by introduction of the compulsory 
foundation course as a prerequisite, or at an early stage in 
the training contract. Whilst the ‘accounting technician’ 
proposals should meet this situation in part, consent has 
already been given (The Accountant, April 13th), for a 
25 per cent increase in the quota of articled clerks over the 
period July 1st to December 31st, 1972. 

This new statement of policy, it has been clearly stated, ts 
intended as an evolutionary step, and the Council is 
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prepared for changes at reasonably frequent intervals; 
education is, after all, a continuing process. Whilst these 
proposals are related to problems which the Institute must 
face within the next few years, the long-range inquiry 
shortly to be undertaken on behalf of the Advisory Board 
of Accountancy Education (a joint creation of the six 
recognized bodies of accountants in the British Isles), by 
Professor David Solomons, B.COM., D.SC.(ECON.), F.C.A., iS 
related more closely to the position to be occupied by the 
accountant of AD 2000 than that of his counterpart of today. 
It has already been pointed out by Dr C. F. Carter, M.A., 
Chairman of the ABAE steering committee for this project, 
that the accountants now being trained will be practising 
their profession well into the next century. 

In the increasingly complex and competitive environment 
of today, the demands made upon professional men in 
general, and accountants in particular, show no signs of 
diminishing. The Council of the Institute, in commending 
these proposals to the membership, has shown itself 
conscious of the need for the Institute to advance its own 
standards and to advance the general level to that of the 
present best practice. This best, it may be admitted with 
pride, is undoubtedly very good indeed; it must likewise be 
said that, at the other extreme, things are less satisfactory. 

Of primary importance are the proposals relating to 
professional training. Not only will the examination 
standards be raised to a level demanding planned tuition of 


a higher quality than that at present undertaken by many 


articled clerks, but it will become increasingly necessary for 
principals to recognize their obligation to ensure that 
students’ in-office experience takes the form of planned 
and systematic training. Recent comments by the Vice- 
President of the Institute, Mr E. K. Wright, M.a., F.C.A., 
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reported on another page of this issue, refer specifically to a 
‘submerged tenth’ of offices where such things may be less 
than ideal. The aim of the new policy document is not to 
increase the period of practical experience which students 
will be required to serve — though this may well occur 
in many offices ~ but to concentrate on the improvement of 
its quality. 

In a foreword, commending the statement to members, 
the President of the Institute, Mr A H. Walton, F.c.a., 
urges all who are in a position to do so ‘to take urgent steps 
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to implement the improvements that are needed’, par- 
ticularly to ensure that students receive the necessary 
range and quality of experience and that properly structured ` 
courses of study are introduced as quickly as possible. 
The definitive text of the proposals, excluding only (for 
reasons of space) the Council’s own notes and comment 
thereon, is reproduced on other pages of this issue. The 
more urgent proposals will be submitted to a special 
meeting of members of the Institute next September, 


Dialogue with the Revenue 


R between the allied accountancy bodies and the Board of 
Inland Revenue are more cordial, and indeed more intimate, than may 
at times be realized. Contact is not confined to the accountants’ annual memor- 
andum of taxation anomalies and difficulties, significant as this in itself is; 
such memoranda, in fact, form part of a more or less continuous dialogue. 


For the first time, the Revenue have 
agreed to publication of an approved 
note of the discussion on the account- 
ants’ latest memorandum (The Ac- 
countant, January 6th). Whilst, inevit- 
ably, the Revenue have been unable 
in some cases to do more than admit 
the existence of a problem and under- 
take to consider it further — and in 
other cases have declined the account- 
ants’ proposals as ‘not acceptable’ — 
comparison of the agreed note of 
discussion with the original text of the 
memorandum yields several points of 
interest. : 

The ‘threshold’ of Form P11D is a 
hardy annual in such memoranda, and 
in common with representations from 
other quarters, the accountants asked 
for it to be increased from {2,000 to 
£5,000; the Revenue stated, in reply, 
that Ministers are minuted annually 
on this question. 

The accountants also criticized, in 
particular, paragraph 4 (a) (i) of the 
form (relating to annual value of the 
use of a motor-car), pointing out that 
the present wording is liable to mis- 
lead taxpayers and that the figure of 
‘124 per cent of the cost of the car 
when new’ derives apparently from 
Revenue practice and not from statute. 
This point was raised in the corres- 
pondence columns of this journal on 
March 3oth and is likely to be tested 


in the High Court; meanwhile, this 
correspondent and others will be 
heartened to note the Revenue ad- 
mission that the figure of ‘124 per cent 
of the cost when new might be 
inappropriate in a specific case, and 
‘agreed to look at both the wording 
of the form and their instructions to 
districts on this matter’. This is 
perhaps as close as the Inland Revenue 
can be expected to go, at least in 
public, in the direction of admitting 
that official practice may have been 
mistaken 

The Revenue have long maintained, 
and not unreasonably, that it is no 
part of an Inspector’s duty to assist 
taxpayers in the avoidance of tax — a 
standpoint which has been particularly 
evident in connection with applica- 
tions for clearance of transactions in 
securities under section 460 of the 
Taxes Act 1970. In reply to the 
accountants’ tentative request for a 
statement of Revenue practice in this 
regard, the Revenue plainly did not 


regard this as a suitable subject for- 


publication; it has, however, been 
confirmed that interviews may be 
granted with the taxpayer or his 
representatives for the purpose of 
clarification only, and not with a view 
to any discussion of the alteration of 


and the remainder, tentatively at present, in May 1973. 


schemes tc render them acceptable to 
the Revenue. 

The Revenue representatives con- 
firmed that instructions had been 
given which should alleviate specific 
causes of complaint in connection with 
the computerized assessment and col- 
lection of tax under Schedule E; it 
should be noted that, in dealings with 
‘Centre 1’ at East Kilbride, it is essential 
to quote the taxpayer’s National 
Insurance number. Attention is also 
to be drawn to the duty of Inspectors 
of Taxes to give priority to those cases 
where a repayment of tax is due, and to 
the desirability of giving reasonable 
notice to the appellant when a case is 
set down for hearing by the General 
Commissioners. 

The greater degree of disclosure 
now accepted by the Inland Revenue 
is welcome on several grounds, and 
sets a desirable precedent for the 
future. Members of the allied account- 
ancy bodies will be heartened to note 
that their pleas for more energetic 
action by their professional bodies on 
their behalf have not fallen on deaf 
ears; the information now available 
will enable accountants to advise 
and assist their clients from a position 
of greater knowledge. 

- It should be noted that, at the outset, 
the Revenue indicated that the likely 
length of the Finance Bill 1972 might 
well preclude the inclusion of several 
otherwise desirable matters. 


Interfirm Comparisons 
PPORTUNITIES for practising 


firms.tc measure the performance 
of their practices against a series of 
factual yardsticks are provided in a 
new interfirm comparison service an- 
nounced today (Thursday) by The 
Institute of Chartered Accountants in 
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England and Wales. Details of the 
service will be sent to all the In- 
stitute’s practising firms, branches and 
sole practitioners in the United King- 
dom. 

In announcing the scheme, the 
Institute has been at pains to em- 
phasize the number of safeguards 
built into it to ensure confidentiality of 
individual participants and their data. 
‘The scheme, it is stated, has been 
devised as a practical exercise by 
practitioners and thoroughly field- 
tested. Participating firms will be asked 
to complete a simple questionnaire 
which will provide figures for cal- 
culating 23 ratios — including profit 
to number of partners, office space to 
accommodation costs and average 
number of personnel, and debtors and 
work in progress to fees. 

Firms participating in this com- 
parison will be required to contribute 
a fee of fı per member of staff 
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(including partners) with a minimum 
of {25 and maximum of £100. Firms 
with a number of offices may submit 
separate returns for each, and there is a 
reduction in fee for all offices after 
the first. It is hoped to repeat this 
scheme annually, and that it will help 
practising firms to decide on appro- 
priate courses of action in areas where 
improvement may be needed. 

In a letter commending the scheme 
to practising members of the Institute, 
the President, Mr A. H. Walton, 
F.C.A., says: ‘I recommend all prac- 
tising members to take part in this co- 
operative exercise; my own firm 
certainly will’. A contributed article, 
‘Interfirm Comparison for Ac- 
countants’, by Mr C. A. Westwick, 
B.SC.(ECON.), F.C.A., a Technical Under- 
Secretary of the Institute who has 
been intimately concerned in setting 
up the scheme, appears on other pages 
of this issue. 


Educating Tomorrow's 


Accountants 


IMULTANEOUSLY with the 

release of the English Institute’s 
proposals for education and training, 
substantially reproduced on other 
pages of this issue, further details were 
announced last week of the long-range 
inquiry into accountancy education 
and training to be undertaken by 
Professor David Solomons, B.cow., 
D.SC.(ECON.), F.c.A., on behalf of the 
Advisory Board for Accountancy Edu- 
cation (The Accountant, January 13th). 
Professor Solomons’ terms of reference 
will include general education require- 
ments for entry to the profession — 
defined in its widest sense, regardless 
of professional affiliation; methods of 
testing professional competence; and 
the continuing nature of professional 
education. 

Accountancy, as Professor Solomons 
said last week, is ‘an extremely 
complicated profession to study’, being 
plagued by a proliferation of bodies. 
He looked forward to a challenging and 
exciting year, though with no exag- 
gerated expectations. There was a need 
to know more about the profession as 
it is now as a basis for, the prognosis of 
where it would be going. 


Professor Solomons, who has held 
the appointment of Chairman of the 
Accounting Department of the 
Wharton School of Finance and 
Commerce in the University of Penn- 
sylvania — America’s oldest business 
school — since 1959, will be working 
full-time on this project for a period of 
approximately 13 months from July 
Ist, and thereafter on a half-time basis 
for so long as is necessary to complete 
his report. He will be located initially 
at rr Copthall Avenue, London ECa2, 
this location being determined in part 
by its proximity to several excellent 
libraries — including, of course, that of 


' The Institute of Chartered Account- 


ants in England and Wales. 

In conducting his inquiry, Pro- 
fessor Solomons will have the services 
of two research assistants. A steering 
committee of representatives of the six 
recognized accountancy. bodies has 
been appointed under the chairman- 
ship of Dr C. F. Carter, M.A., Vice- 
Chancellor of the University of 
Lancaster, and with Mr R. E. G. 
Perrins, F.C A., and Professor Edward 
Stamp, M.A., C.A., (Can), as co- 
opted members. 
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CABA Annual Meeting 


HE Chartered Accountants’ Bene- 

volent Association was saved from 
a deficit of the order of {10,000 in 
1971 only by an increase of some 
£5,500 in income from investments. 
Speaking at the annual meeting of the 
Association, following the recent an- 
nual meeting of members of The 
Institute of Chartered Accountants in 
England and Wales, the President of 
the Association, Mr R. W. L. Eke, 
F.C.A., described the level of response 
by members of the profession to the 
appeals made for increased support as 
‘very disappointing’. Subscription in- 
come for 1971 had shown an increase 
over the comparable 1970 figure of no 
more than 6 per cent. 

As previously reported (The 
Accountant, April 13th) the Council of 
the Institute has decided in principle 
that it is for individual members to 
support the Benevolent Association, 
and that the Council should not 
discharge this duty on behalf of 
members. Following withdrawal of 
the Institute’s grant to CABA, the 
President of the Institute, Mr A. H. 
Walton, F.C.A., announced at the 
annual meeting (The Accountant, May 
11th), that he had enlisted the support 
of the Presidents of district societies ` 
in a concerted and continuing drive to 
increase the number of subscribers to 
the Benevolent Association. 

The impending retirement of Mr 
C. H. S. Loveday, F.c.a., as Secretary 
of CABA, with effect from September 
30th next, was received with regret, 
Mr Loveday has been associated with 
the work of the Association for more 
than thirty years; paying tribute to his 
devoted and enthusiastic services, 
Mr Eke said that his departure would 
leave a gap which would not be easy 
to fill. Members would join with him 
in wishing Mr Loveday many years of 
happy and well-deserved retirement. 


Institute's Intermediate 
Examination 


Ki the March 1972 Intermediate 
examination of The Institute of 
Chartered Accountants in England 
and Wales, 2,423 candidates sat of 
whom 955 passed, 222 were referred 
and 1,246 failed. 

The First Place in Order of Merit 
and the Stephens Prize were won by 
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Personal Pension 
Policy from 


Standard 


Life 


Standard Life’s new Personal 
Pension Policy has been carefully 
designed for maximum flexibility to 
meet your client's individual pen- 
slon needs. 

Moreover, it is backed by the 
investment expertise of Britain’s 
largest mutual life office with an 
outstanding reputation for “with 
profit” business. 

What better recommendation 

can you have? 
REMEMBER In certain circum- 
stances it may be possible to pay a 
premium now and claim tax relief 
from last year’s earnings. 


Standard Life 


ASSURANCE COMPANY 


' Established 1825. Assets exceed £900,000,000. 


Head Office: 3 George Street, Edinburgh. 
Branches throughout the United Kingdom 


andthe Republic of Ireland. 
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Orridges 
make all the 





Orridges — a thoroughly experienced team of people 
when it ccmes to accurately pinpointing stock levels, 


Shops, stores, supermarkets and industrial valuations too, A legacy for the Methodist Homes for the 
Orridges know-how! Orridges have been valuing stock ` Aged is a means many generous people adopt 
for pana nye Heats and ot know We they say in expressing gratitude for their own home 

about practice! Orridges have come a long way 
since 1846... the quill pen has long since been and for security and p eace-of-mind in their 
exchanged for sophisticated modern methods and ` old age. 
mechanical systems, Orridges have kept pace with There are so many who are less fortunate and 
the times and the benefit of their experience is for lonely and anxious old people the Metho- 
readily available — you've only to ask for it. dist H far ihe Ased h d 
For all this the Inland Revenue contribute about st Homes for the Aged are a haven and a 
two-fifths of the fees through tax abatement. home. Our constantly growing income from 
Orridges for something of value! legacies, more than any other factor, has en- 


. ` abled us to provide thirty Homes but 
unfortunately even these will accommodate 
only a few of the hundreds of deserving 
people on the tragically long waiting list. 
We have several excellent sites for new Homes 
which can only be developed when urgently 
needed capital is available. Will you please 
bring this to the attention of clients who are 
making their will? 


M oe stock valuation | Methodist Homes 
% for the Aged 





ck ORRIDGES © 


PART OF THE GEORGE, ORRIDGE GROUP 
Professional Stocktakers, Business Transfer Agents 





Valuers and Assessors. | General Secretary Rev. R. J. Connell, B.A., B.D. 
Regent House, 235 — 241 Regent Street, 1 Central Buildings, Westminster, London SW1 


London WIR 8SU Tel 01 434 1294/8 . 
Branches at Liverfool, Birmingham, Bournemout s Walsall. 
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Mr S. D. Joshi, of London. The 
Second Place in Order of Merit and 
the Flight Lieutenant Dudley Hewitt, 
D.F.c., Prize were won jointly by 
Mr S. J. Chatwani, of London, Mr 
Z. A. Qureshi, of London and Mr 
D. J. Tonks, of Bradford, and the 
Fifth Place in Order of Merit and 
Deloitte-Plender Prize for the General 
Paper were won by Mr A. Ahuja, of 
London. , 

The names of the successful candi- 
dates are published as a supplement to 
this issue. 
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OECD Rules on 
Collective Investment 


‘TTANDARD rules representing 

minimum requirements for col- 
lective investment in securities have 
been recommended to member gov- 
ernments by the Organization for 
Economic Co-operation and Develop- 
ment. These standard rules cover 
minimum requirements for the in- 
formation of investors and supervisory 
authorities; investment practices of 
institutions offering collective invest- 





Statisticians Meet the 


Form-Fillers 


REDICTABLY, the burden of 
completing a wide variety of statis- 
tical questionnaires and other govern- 
ment forms featured largely amongst 
representations made to the Bolton 
Committee of Inquiry on Smaller 
Firms. Following the evidence of the 
Central Statistical Office to the Bolton 
Committee, the suggestion was made 
in The Accountant of August 2cth, 
1970, that an inquiry to establish the 
full extent of form-filling might not be 
an entirely cynical thought — the CSO 
seeming to take a rather narrow view of 
its responsibilities in this connection. 
A pilot survey on these lines has 
now been carried out by the Business 
Statistics Office. In the first follow-up 
inquiry to be conducted into a pro- 
duction census in Britain, government 
statisticians and others have inter- 
viewed those responsible for complet- 
ing statistical forms in a sample of the 
firms taking part in 1970 Census of 
Production. T'he purpose of the follow- 
up, described by the Assistant 
Statistician in the BSO, in the latest 
(May) quarterly issue of Statistical 
News, was to find out whether the 
design of questionnaire had succeeded 
in minimising the form-filling burden; 
to discuss methods used by firms in 
providing information; and the extent 
to which they used the results of the 
census and other official statistics. 
It will hardly surprise accountants 


to learn that methods used to value. 


stocks, in particular, were thought by 
the investigators to need further exam- 
ination. For example, the census form 
asked for the value of jigs, dies and 





loose tools to be included with stock, 
though a majority of. Oe firms inter- 
viewed said that this was not in line 
with their own accounting procedures. 
A tailoring firm explained that ex- 
penditure on patterns is written off as 
soon as the patterns are created, and 
that it would be unrealistic to include 
any value for them in stocks. 
Generally, it was claimed that items 
incapable of direct ascertainment, be- 
cause they ran counter to a firm’s own 
accounting records, had been estimated 
to within an accuracy of 5 per cent. 

The majority of firms interviewed, 
approximately 58 per cent of the 
sample, claimed to have spent not more 
than two man-days in completing the 
census questionnaire, though this 
figure tended to increase for the 
larger firms, several of whom had 
taken five man-days or more. 


NUMOUR by Smethurst 


THERE'S SOMETHING 
ODD ABOUT HIM. 


\ 
as 


Wi 
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ment; management methods -and 
other general obligations; canvassing, 
advertising and sales activities; and 
the application of these rules by 
supervisory authorities. 

The standard rules apply to invest- 
ment funds of the type usually des- 
cribed as ‘open ended’, Le. those 
which are required to redeem their 
units at their net asset value on 
demand by the holder. Further, they 
apply only to funds investing In 
securities, and not in real estate, 
commodities or other assets. 

In publishing the standard rules, 
the OECD Council has been guided 
by the fact that the expansion of 
institutions for collective investment 


has not always been entirely painless; 


the small investor, with neither the 
experience nor the resources of the 
professional investor, has sometimes 
lacked the -protection he deserves. 
OECD member governments have 
been recommended, in considering 
applications from a foreign institution 


` of this kind for the admission of its 


securities to public sale, to give 
substantial weight to the extent to 
which the standard rules are complied 
with. 


Motor Business at 
Lloyd’s 


FOR underwriters at Lloyd’s, during 
the period when the marine and 
non-marine accounts have been in the 
red, the relatively small UK motor 
account has made a profit. But when 
the figures for the 1969 account, 
which closed at the end of last year, 
are published, they will show the 
positions reversed. Although some 
motor syndicates have made modest 
profits, overall the account may be a 
loss — and 1970 (to be closed at 
the end of this year) will be much 
worse. 

The current year, with much higher 
premiums, should be more satis- 
factory. Motor business is pouring 
into Lloyd’s and provincial brokers 
are enthusiastic about dealing direct 
with motor syndicates at Lloyd’s. 

One of the difficulties for a number 
of the 34 motor syndicates at Lloyd’s 
has been the fact that their capacity 
has been stretched. Security is achieved 
by restricting the premium income 
which can be written. The sharp 
and necessary increases in premium 
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to correct underwriting experience 
have, therefore, created fresh prob- 
lems. 

More capacity is needed in the 
Lloyd’s motor market. This can be 
achieved by more underwriting mem- 
bers of Lloyd’s joining motor syndi- 
cates. With the prospect of reasonable 
profits to come, there are signs that 
members are taking this course — 
but not fast enough to satisfy some 
motor underwriters in the Room. 


Scottish Management 
Game 


A TEAM of young civil servants, 
administrative trainees from the 
Scottish Office, defeated 166 teams 
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the second Scottish Management 
Game. Sponsored by The Scotsman 
in association with Air Canada and 
EDIT 515, the Glasgow management 
consultants, the Scottish Management 
Game is claimed as one of the most 
sophisticated computer games avail- 
able and covers all aspects of the 
operation of a hypothetical company. 

The Scottish Office team was one 
of the youngest in the game and 
included two of the few women to 
take part. This team scotched the 
notion that civil servants would be 
out of their element in the cut and 
thrust of the business world. Their 
business acumen was particularly acute 
in the first quarter when they gambled 
all to invest in a firm foundation. 
Their policy paid off, and they reaped 
the benefits of their forward think- 
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ing at precisely the right moment. 

In the final analysis, only £2,000 
separated the Scottish Office team 
from the runners-up, Hewlett Packard 
of South Queensferry. The other 
finalists, in finishing order, were the 
Scottish Gas Board, Henry Balfour 
& Co, John Menzies (Holdings) Ltd, 
and Inveresk Paper Company. 

Presenting The Scotsman trophy 
and a cheque for £300 to the winning 
team, Mr Eric B. Mackay, Editor of 
The Scotsman, said ‘Management in 
Scotland, it seems to me, has been 
perpetually buffeted as being back- 
ward and introspective. The cry of 
denigration goes on almost daily 
and for the good of Scotland this must 
stop. It is by your actions and ex- 
ample and others like you that this 
trend can be reversed’. 


from industry and commerce to win 


THIS IS MY LIFE 


Crystal Ball Gazing 


by An Industrious Accountant 


HE three articled clerks, the hard core of the interim 
audit team, pushed aside the assorted documents which 
they had been ticking with weary distaste, and waited for 


my answer. One of them gazed owlishly through thick. 


glasses, the second had clearly some difficulty in staying 
awake, and the third had the pe stare of a pro- 
fessional inquisitor. 

Their question had taken me unawares, I admit, but no 
accountant is ever baffled in his own field of knowledge. 
True, I had merely glanced into the room to seek their 
missing senior; true also, they were probably trying to 
postpone their return to their post-lunch ledgers, but one 
can’t refuse a Junior’s request. 

They wanted to know where their post-final examination 
ambitions should be directed; into straight auditing, or 
taxation, or consultancy, or private enterprise? If the 
latter, into manufacturing or services or marketing, 
wherever the best chances of top surtax brackets lay? 
Their ears were open to receive pearls of wisdom. 

When I first qualified, I began (ignoring the faintest 
flicker of a wink between Owl and Gimlet) I remember 
writing up the private ledger of a big hardware firm now 
of national fame; it just didn’t have anybody on its staff 
who could prepare a balance-sheet. As a result, top jobs 
in offices, comfortable, well-paid plums, were early 
available to young qualified men ready to abandon practice. 


Later there were small and big factories dotting the 
countryside, offering high salaries to qualified men with the 
flair for industrial projects, quick to cost work in progress, 
check the piece-work payroll, or extrapolate forward 
graphs of cash flows for production-oriented managers. 
These were for the whiz-kids of the early fifties. 

Today it’s a far different situation. The giant industries 
in their skyscraper towers, the multi-national branches of 
octopus-like conglomerates, the complex networks resulting 
from mergers and take-overs, have altered the accountant’s 
career to an incredible extent. His duties have been frag- 
mented. As secretary/accountant in our own company I’ve 
had to hive off credit control and punched cards to a major 
extent, but an old colleague of mine in London works in a 
labyrinthian nightmare. 

He’s nominally chief accountant, he tells me, but there’s 
also an independent treasurer who telephones tight-lipped 


unintelligibility to assorted Continental entanglements. 


(The owlish boy said he thought all these Frogs could 
speak decent English.) There’s a supercilious computer 
manager whose reports either swamp or baffle their readers. 
(The sleepy clerk said computers were all right for 
mechanics, but not for financial types.) ‘There’s a wizened 
taxation consultant who circulates memos so laced with 
civil service gibberish as to bewilder even his auditors. 
(Gimlet said resentfully that tax was for eggheads, not for 
humans.) 

In lower echelons my friend supervised dozens of able 
assistants, many of them qualified, who hadn’t made the 
top grade. Instead they ruined their eyesight poring over 
‘allocation of unbudgeted incrementals, pro-rated area- 
wise’ or ‘oncost estimate for field force, construction area 
17 D’ or ‘DCF variation assuming secondary project 
postponed in 1975’. He could scarcely follow their rami- 
fications himself. 

Just then the senior audit clerk returned, so his juniors, 
rightfully appalled, went unanswered. | 
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Britain Goes Metric 


RITAIN is faced with the objec- 

tive of ‘going metric? by 1975. 
Though no single M-day is being set 
for conversion to metric standards, 
the recent report of the Metrication 
Board states clearly that the 1975 
objective is essential if Britain is to 
play its part in the metric world of 
the middle and late seventies. Of 
British exports, 87 per cent now go to 
countries which are already metric or 
are in process of changing. _ 

The metric change is already well 
advanced in many areas of British 
life. By the end of 1971, most indus- 
trial materials were available in metric 
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standards. Overseas freight transport 
rates, port charges and Customs 
documentation are now largely metric; 
the construction. industry is ‘on target’ 
for its programmed adoption of metric 
working by the end of 1973, and most 
school - leaving examinations at the 
end of the 1972-73 academic year will 
be metric. This follows the view of the 
Metrication Board that ‘to run two 
systems of measurement in parallel 
for an indefinite period would be an 
extravagent use of teaching resources, 
and a source of confusion and difficulty 
during the learning process’. 

Writing recently in Trade and 
Industry, the weekly bulletin of the 
DTI, Mr W. O. Campbell Adamson, 
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Director-General of the Confederation | 


of British Industry, points out that 
industry, after nearly seven years’ 
intensive preparation, is now irrevoc- 
ably committed to metrication. Thou- 
sands of man-hours and millions of 
pounds have been spent on preparing 
and implementing various conversion 
programmes, and at this stage there 
can be no turning back. The logic of 
going metric, he says, has become 
even clearer with the signing of the 
treaty cf accession to the European 
Community; he calls further for the 
Government to ‘do everything it can 
to use public purchasing power de- 
liberately to sustain the pace of change 
from Imperial to metric units’. 


Taxing the Quick and the Dead 


Conflict of Death Duties and Investment Incentives 


by H. W. T. PEPPER 


The basic paradox of capital levies such as estate duties and inheritance taxes is that they 
appear to penalize the process of capital accumulation which alf states must normally 


APITAL is accumulated by forgoing consumption 
in favour of investment; a course which SAYE schemes, 
national savings, tax relief for life assurance premiums and 


contributions towards pension or retirement benefits, 


and restrictions on hire-purchase trading, are all designed 
to promote. 

Presumably, the longer consumption is postponed, the 

better for the community; thus postponement for the 
maximum period, 1.e., until the death of the taxpayer — 
which means he has saved for the ultimate benefit of his 
heirs and the incidental benefit of the community — should 
be given the maximum encouragement. Instead, it is a 
feature of most fiscal systems that such accumulations of 
capital are subjected to death duties. 
- Death duties have no impact at all on a taxpayer who 
spends all his income (after taxes, and provision for 
retirement pension or annuity) on current consumption. 
One may be reminded, however, that under all fiscal 
systems, some transmission of capital is exempted from 
death duties; so that the State which also encourages 
savings is consistent to that extent, at least. In Britain, the 
amount which may now be accumulated and bequeathed 
duty-free to a spouse is £30,000, so that it might be 
reasoned that savings are wholly encouraged up to that 
level. 


be at pains to encourage. 


Another possible ‘official’ figure might be taken to be 
the highest prize that may be won in premium bond 
draws, at present £50,000. If government positively en- 
courages the redistribution of wealth through State 


_ lotteries or other methods of gambling, it is not an un- 


reasonable inference that it is prepared to see personal 
fortunes reach the level of the top prize. 


Basis of death duties 


: Where a death duty system exists, it is rarely specified 


whether tax is being levied: 


(a) as a kind of deferred ge supplementing the 
income taxes levied in the taxpayer’s lifetime; or 


(5) as a redistributional tax; or 


(c) as a means of garnering State revenue with some 
regard to taxable capacity. 


All three of these elements, or only one or two of them, 
may be present; each on its own is a respectable basis for 
a tax, if adopted logically and consistently. 

Some discussion of the theoretical justification for death 
duties is likely to arise from the invitation in the Green 
Paper? for a public expression of views. 


1 Taxation of Capital on Death (Cmnd. 49g0), The Accountant, March 
30th. | 
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In Britain, succession duty and legacy duty were 
‘abolished by the Finance Act 1949. At the time these 
duties yielded only 10 per cent of the total revenue from 
death duties, the remainder coming from estate duty. 
The reasons then given for abolition included the point 
that the duty rates varied according to relationship rather 
than to taxable capacity; the abolished duties also tended to 
fall proportionately more heavily on small than on larger 
estates. In addition, testators tended to leave specific 
legacies and bequests ‘free of duty’, which involved an 
illogical additional. duty on the residues of the relevant 
estates. 

Recent discussion of the respective merits of ‘estate’ 
and ‘inheritance’ taxation includes the examination given 
to the subject by the Franszen Commission in South 
Africa, which reported early in 1971 in favour of retaining 
the existing estate duty which had replaced succession duty 
in 1955. Although the Commission favoured granting 
abatements, e.g., for a surviving spouse and for children, 
it felt that this could be done within the framework of an 
estate duty without switching back to succession duty. 

Among the representations received by the Franszen 
Commission was one from the South African Agricultural 
Union which intimated that it did not object in principle 
to estate duty and in fact preferred this duty to a capital 
gains tax. By contrast, the Canadian Federal Government 
has recently abolished federal death duties following the 
introduction of capital gains tax. l 

Although it is still somewhat unusual to look upon capital 
gains taxes and death duties as alternative methods of 
taxing wealth, death duties become chargeable, in effect, 
upon unrealized capital gains when applied to assets 
valued at market value at the date of death. There is also 
a form of double taxation of realized capital gains; where 
a ‘disposal’ for capital gains tax purposes occurs before 
death, gains tax will be payable on the profit element in 
the transaction while the remainder of the proceeds of 
disposal, after deducting capital gains tax, will form part of 
the estate for death duty purposes. 

It is not uncommon for death duties to be rebated for 
gift tax paid on gifts received within a few years of death 
which are included in the tax base for death duties. It is 
not, however, usual for a ‘tax against tax’ type of relief 
to be provided against death duties for capital gains tax 
paid when death is regarded as a ‘disposal’ involving capital 
gains tax liability. Gains tax is, of course, normally deducted 
as a debt from the estate before computing death duties 
on what remains, but that is not at all the same thing. 


Consanguinity factor 


The absence of any relationship to ability to pay, or taxable 
capacity — which is quite a different matter from the degree 
of consanguinity — is the most obvious limitation of an 
inheritance tax. The results of regarding the tax as a levy 
upon a windfall to the inheritor, as distinct from a capital 
charge upon the testator, are discussed further below. 
Once one has regard to the circumstances of the heir, 
however, there is really no logical stopping-place short of 
taking bequests (and gifts) into account with other taxable 
incomings such as income and capital gains, perhaps with 
some abatement (or “fop-slicing’ relief) in respect of the 
fact that a bequest may unduly raise the level of incomings 
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for a particular tax year, whereas the average annual level 
may be quite low. 

The consanguinity factor which is such an important 
feature of inheritance taxes (the tax on distant relatives and 
strangers being often several times greater than that on 
descendants and ascendants) is not taken into account in 
estate duty systems, though it may be partially recognized 
by reliefs or abatements for surviving spouses and, more 
rarely, dependent children. There is obviously a special 
case for relief in instances of premature death where 
hardship may otherwise be caused — e.g., to a widow who 
has several young children to bring up and educate — 
hence abatements may be given for infant children, i.e., 
those under 18 or 21. 

It has, however, been pointed out that, on average, 
children tend to be in, or not far short of, their forties when 
the testator reaches three score years and ten, as many 
more people manage nowadays to do. At that age children 
have already benefited fully from their parents’ efforts to 
maintain and educate them and set them up for career and/ 
or marriage, so that bequests may be much more of a 
‘windfall in the hands of the testator’s children than when 
received, say, by nephews and nieces who have not fared 
so well financially. The consanguinity tax rate tables of an 
inheritance tax are, however, blind to all such con- 
siderations. ` 


Incidence of duties 


The concept of estate duties as a mixture of deferred surtax 
(or “unified tax’ at the highest rates) and deferred capital 
gains tax on unrealized capital gains has perhaps more to 
commend it than has the concept of the assets involved 
being treated solely as incomings, perhaps of a windfall 
nature, to the heirs. As a supplement to income and capital 
gains taxation, estate duties have some kind of logic as a 
means of back-stopping some of the items that escape 
other taxes. 

Although death duties may be avoidable if one is pre- 
pared to dispose of or give up control of one’s wealth, the 
desire to retain control for as long as possible, and the 
knowledge that expectation for future inheritance is a 
stronger bond than gratitude for past munificence in deter- 
mining the amount of care that the young are likely to 
lavish on old kinsmen, are likely to be factors ensuring that 
there will always remain a reasonably large tax base for 
death duties. The fact that the decision to retain and 
enjoy one’s wealth as long as possible is essentially one for 
the testator rather than the heirs seems to make it logical 
to levy the tax on the testator according to his total wealth. 

A further factor for consideration is the provision in 
developed countries, and increasing numbers of developing 
countries, of improved social security schemes, and higher 
education facilities available to the intelligent rather than 
the wealthy, which combine to take some of the sting out 
of the relative poverty of the lower-income groups. Since 
all are now more or less equal in the social security and 
education world, the test being income and relative need 
in the first case, and relative intelligence in the other, 
there is now much less need to weight death duties so 
heavily in favour of one group of kin and against another. 
` Accordingly it is conceivable that an estate duty with 
additional abatements related to the ages of minor children 
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(somewhat as child allowances are graded for UK income 
tax though, of course, in the reverse direction) and in- 
corporating whatever total reduction of total yield (by way 
of general rate reductions) would be envisaged on a switch 
to an inheritance tax, might after all provide the most 
satisfactory type of taxation. 


Importance of time factor "= 


A factor which is fundamental to the incidence of death 
duties — namely, variations in life-span of successive 
testators in the same family — is rarely touched upon, 
except as a matter of detail, in discussions on the subject. 
It is common knowledge that when B inherits from A, 
but does not survive long before bequeathing his inheri- 
tance to C, death duties are usually modified by ‘chain 
succession’ or ‘quick succession’ relief, so that assets 
passing from A to B and then from B to C are not subjected 
to full double tax. The relief is greatest for a second death 
within a few months of the first and tapers to nothing at 
the end of a five-year period; an exception is Japan, which 
in some circumstances allows chain succession relief up 
to a ten-year maximum. Taking an average 25-year period 
to represent a ‘generation’, and hence to assume that, on 
average, death duties will be imposed on a family once every 
25 years, indicates how inadequate the usual scale of quick 
succession relief really is. 

Theoretically, a system could be worked out such that 
death duties on assets which the deceased had himself 
inherited were modified upwards or downwards according 
to whether the period between the deaths was greater or 
less than 25 years. Administratively, such an adjustment 
would involve monstrous complications, which is no doubt 
the reason why relief is usually restricted to a five-year 
period, and why no country has tried to levy a surcharge 
in cases of widely-spread deaths. 

Among the practical difficulties of any such adjustments 
is that of identifying assets which do not consist of (un- 
altered) real estate or chattels. Assets which are inherited 
may, of course, affect the growth of the heir’s other 
assets; for example, if he has a business, an inheritance of 
cash, or land on to which he may expand his business 
premises, may enable the heir to make a more than pro- 
portionate increase to his personal wealth without affecting 
the quantum of the inherited part of his total estate; or the 
reverse may happen. In short, the ‘inherited’ and ‘personal’ 
sections of a person’s wealth may vary in value in different 
ratios during the period between the date of the inheritance 
and the date of death of the heir, and each part of the 
estate may have some influence on the development of the 


other. ‘There may thus be considerable difficulty in devising’ 


a fair method of valuing the part which is to be taxed on a 
modified basis. 


The ‘generation gap’ 

The incidence of death duties is, of course, substantially 
affected by the possibilities open to a testator of jumping 
gaps in generations in making bequests. It is fairly well 
known that duty may be avoided by leaving an estate to 
children with a life interest to a surviving spouse, instead 
of leaving the estate to a spouse, who will in turn bequeath 
the estate to the children. Under the latter arrangement 
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there will be two applications of duty; under the former 
only one. 

To take this a stage further, a wider gap may be leaped 
over if a testator leaves his estate to his grandchildren 
with a life interest to the surviving spouse, since his 
children would in any event have themselves to provide 
for their children (the testator’s grandchildren) If the 
testator reaches a great age, he may even be able to leave 
his estate directly to his great-grandchildren, thus jumping 
several stages in the application of death duties. It is a 
somewhat curious feature of most death duty systems, 
including those which embody the inheritance concept, 
that there is no difference in duty, whether inheritance ts 
by a child, grandchild, or great-grandchild. Some systems 
include the surviving spouse in the same category as the 
direct lineal descendants, the result being a widely different 
incidence of duty in different cases where several generations 
are involved. 

Some death duty systems (e.g., that of Norway) exempt 
altogether bequests to surviving spouses, and some do so 
where there are dependent children as well as the surviving 
spouse. It is not, however, so very uncommon for a 
wealthy widower to marry his faithful secretary or nurse, 
who may be anything from 25 to 50 years younger than he; 
and this may sometimes occur where he has young children 
from his former marriage. The tempering of relief by 
reference to age is, however, almost unknown — except 
in Japan, where abatement from duty for a surviving 
spouse is linked to the length of the period of marriage. 
In Malta’s estate duty syster, the relief from tax where a 
bequest to children is accompanied by a life-interest to a 
surviving spouse depends on the age of the latter, the 
maximum relief being given when the spouse is over 40 
years of age. 


Substitute death duties 


If death duties are rightly to be regarded as levies which 
should occur on average once every 25 years, one 1s 
immediately led to the speculation that there could instead 
be a ‘substitute death duty’ pitched at the discounted 
equivalent of a charge of one-twenty-fifth of what would 
have been chargeable if full death duties were payable. 
Since annual prepayments would be more beneficial 
to the revenue than single full payments at 25-year inter- 
vals, the annual levies would be considerably less than a 
one-twenty-fifth instalment, after applying ordinary com- 
pound interest factors. An annual levy on wealth, of course, 
already exists in various countries in the shape of a wealth 
or net worth tax, while some countries have levies specific- 
ally designated as a ‘substitute inheritance tax’ upon ‘legal 
persons’ who are not subjected to the inheritance tax 
which applies to individuals. 

Wealth taxes can, however, be demonstrated to be 
merely another way of taxing higher incomes and to be 
similar in practice to a surzax or a graduated income tax 
rising to high levels. For example, Norway has a ceiling of 
85 per cent of income for the joint incidence of income tax 
and wealth tax, and Sweden has a ceiling of 80 per cent 
in the same context. Pakistan applies a ceiling of 15 per 
cent of income to the incidence of its wealth tax and 
Denmark rebates its wealth tax where the income from the 
wealth being taxed falls below 3 per cent, the rebate being 
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5 per cent of the tax for every o-2 per cent deficiency in 
the rate of yield on capital. 

Countries which have wealth taxes usually have death 
duties also. There appear, however, to be no cases where 
the taxpayer is allowed an option to submit to an annual 
substitute tax during his lifetime so that he may leave his 
assets free of death duties to his heirs when he dies. The 
possibilities of inaugurating such a prepayment ought 
perhaps to be engaging the attention of the tax planning 
departments of governments in many countries. 

The advantages of such a scheme would include that for a 
transitional period (while the scheme, assuming it was 
regarded as attractive, was becoming generally adopted) 
the revenue inflow from death duties would be enhanced 
because the yield from those dying each year would be 
supplemented by advance payments from the living. Those 
making full advance provision would naturally have to 
disclose their current assets (a full declaration of which is 
not usually involved in complying with income tax laws) 
including their more valuable chattels, and this could 
not but have beneficial effects on tax-compliance generally. 
Furthermore, the possibility of being able to make official 
provision for payment of death duties, perhaps at relatively 
modest cost, might be a powerful factor in reducing the 


tendency to indulge in complex and expensive schemes for. 


tax avoidance. 

It would presumably be possible to establish an attractive 
rate of tax, which would discount future duty at current 
interest rates, having regard to the expectation of life of 
the testator. Since British rates of estate duty are almost 
certain to be reduced as the tax systems of EEC come 
more into harmony, in order to remove disincentives to 
other Europeans to invest in Britain, it would almost 
certainly be necessary to take this into account in computing 
prepaid tax. Possibly rebates could be given from later 
prepayments when death duty rates had actually been 
reduced and the taxpayer had previously ‘subscribed’ or 
prepaid on the basis of higher duty rates. 


India’s deposit system 


A scheme which goes a little of the way in the direction 
of a fully-fledged scheme for prepayment of death duties 
is the deposit system operated in respect of India’s estate 
duty. Sums deposited against future estate duty liability 
are not themselves taken into account when computing 
duty on the other assets, but there is an upper limit of 
Rs 50,000 on the amount which may be so deposited. 

A difficulty of a prepayment or ‘substitute inheritance 
tax’ scheme would be that the value of the designated 
assets would itself change over the period during which the 
provision was being made. So long as such changes no 
more than accorded with changes in the cost of living 
index, they could be accommodated by adjusting the annual 
payments proportionately to variations in the index, so 
that at all stages the prepayments would be proportionate 
to value. Of course, if the asset which the testator wished to 
preserve for his progeny consisted of real estate which his 
heirs proceeded to sell after his death, and the sale price 
was materially above the value adopted for prepayment 
purposes, the raison d’être of the prepayment arrangements 
would have been destroyed and it would be reasonable to 
charge death duties on the sale proceeds, giving credit for 
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the total prepayments grossed up by a compound interest 
(net after notional tax) factor, and by a devaluation, or 
‘monetary correction’ factor. 

An alternative to accepting prepayments against par- 
ticular designated assets would be to allow such pro- 
visions to be related purely to a monetary contribution. 
towards death duties in total, again allowing both an 
interest and devaluation factor. The credit or prepayment. 
provided would presumably have to be restricted for 
offset purposes to death duties. 

To be worth while, making advance provision for pay- 
ment of death duties would have to be undertaken on a 
long-term basis and this factor might make it easier to 
incorporate a ‘monetary correction’ element. This element 
would be a new departure, although justifiable economically 
and in terms of tax revenue, and could be defended on the 
basis that the duty against which provision was being made 
would probably itself be increasing year by year in money 


‘terms as the value of the dutiable items increased. 


‘Permissible’ levels of wealth 


In an efficient ‘capitalist’ society it is theoretically possible 
for enterprises to be financed solely by investment by 
small investors, who buy ordinary or preference shares or 
take up debenture stock, and to be managed by skilled 
entrepreneurs, professionals, and technicians. In practice, 
things rarely work out quite in that way. Sometimes a 
family or partnership business which has been in existence 
a long time “goes public’ by the proprietors’ selling part 
of their interest to the public. Alternatively, an old- 
established public company may increase its capital by 
rights issues, so that a proportion of the total capital comes 
into the hands of new investors; or established financiers 
and entrepreneurs may set up an entirely new enterprise 
in addition to those in which they are already interested. 

Alongside the self-made ‘rags to riches’ entrepreneurs 
may, however, be set at least an equal number of cases 
where the entrepreneur began his career with substantial 
personal capital. Nothing much can be proved by isolated 
examples, but several sensational collapses in recent years 
were of mushrooming ventures which had been set up 
by entrepreneurs who did not have any material personal 
wealth at the commencement of their activities. On the 
other hand, examples can be found of entrepreneurs who, 
starting from scratch, have never looked back and con- 
tinue to head still-expanding enterprises. In other cases it 
is evident that the progress of promising entrepreneurs 
has been held back by inadequate capital resources. 

It appears that a study of a cross-section of business 
development and of entrepreneurial careers (including 
the inherited capital resources (if any) of successful 
entrepreneurs), say, for the period since the Second World 
War, to ascertain the effect on the economy of high estate 
duty rates in reducing capital, and of surtax in preventing 
or limiting capital accumulation, would make a useful 
contribution to the present discussion on the restructuring 
of the British tax system. It would also be useful to try to 
assess whether the fact that countries with faster growth 
rates (such as the US, Germany, Belgium, and Holland) 
have lower top levels of income and inheritance taxation 
has been a significant factor in their better performance. 

(To be concluded.) 
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A Policy for Education and Training 


Definitive Proposals of ICA Council 


In August 1971 the Council of The Institute of Chartered Accountants in England and 
Wales issued a document for discussion entitled 'A Policy for Education and Training’. 
Comments were invited and replies were received from a wide range of interested parties. 
The views expressed led the Council to issue in January 1972 an interim announcement 
indicating some of the ways in which it had decided to modify some of the proposals in 
the discussion document. This latest statement is therefore the outcome of a considerable 
amount of thought, discussion, criticism, and comment jeading to a policy which, in 
the view of the Council, should command support from most members who have 


participated in these processes. 


However, the proposals which follow should be regarded as evolutionary because an 
inquiry into the long-term future of education and training for the profession arranged by 
the Advisory Board of Accountancy Education is to begin this summer (see page 680 

of this issue). The proposals in this document are therefore related to the problems which 
the Institute must face in the next few years. Their essential purpose is to raise standards. 


The Council will prepare proposals for the alteration of the Charter and bye-laws to give 
effect to this document in two stages. The more urgent proposals will be submitted to a special 
meeting of members in September 1972 and the remainder, provisionally, in May 1973. 

For reasons of space, the Council's own explanatory notes and comments, which form 

part of the definitive document, are omitted from the present reproduction. 


UTURE arrangements for education and training are set 
out in the sections shown below: 
r. The minimum standard for entry as a student was raised 


from July ist, 1971, to equate with the general requirements . 


for entry to degree courses in the British Isles. 

2. All students will be required to undertake foundation 
studies with the aim of ensuring that they have a sound and 
appropriate educational base upon which they can build their 
subsequent professional studies and practical training. 

3. Non-graduates entering after July 31st, 1973, will attend 
compulsorily a foundation course (developed from the existing 
nine months’ course) which will not count as part of the four- 
year training contract. Students will normally complete the 
course (after passing a college examination giving exemption 
from the Institute’s foundation examination) before entering 
into a contract but arrangements can be made for up to six 
months’ practical experience in the office under contract prior 
to the course. 

4. Graduates will obtain their foundation education either 
by taking certain courses which will give exemption from some 
or all of the papers in the foundation examination or by studying 
for and taking appropriate papers in that examination at an 
early stage of their training contracts. Those graduates who have 
not followed courses giving exemption from the foundation 
examination will be encouraged to take appropriate posi: 
graduate courses which will give such exemption. 

5. To help them to reach higher standards, students will need 
more full-time tuition than in the past and their private study 
will have to be linked systematically with tutorial guidance. 

6. Training and experience under a training contract with a 
member in practice will remain a fundamental requirement. 
The minimum periods of practical experience in the future will, 
in many cases, exceed the actual amount obtained at present by 
graduates and two ‘A’-level entrants. The general quality of 
training must be raised to the high standards now being achieved 


I 


In some offices. The Council intends to help principals with the 
design of properly structured programmes through the use of a 
training record and by the development of a training guide. 

7. Students will take two professional examinations which will 
be set at a higher standard than previously to take account of 
the higher entry requirements and the improved arrangements 
for education and training. 

8. Members admitted after a date to be announced wishing to 
commence practice will be required to have completed two years’ 
acceptable post-qualifying experience before they are entitled 
to a practising certificate. 

9. Post-qualifying tests of knowledge and experience in’ 
specialist areas and in general practice will be introduced as 
soon as practicable. After thorough validation the Council 
proposes to seek approval tc make the award of fellowship 
dependent upon success in one of these tests for members 
admitted after a designated date. Members admitted before 
that date will continue to be eligible for the automatic award of 
fellowship after a period of time. The designated date will 
allow those who enter articles during 1972 to advance to 
fellowship without having to take one of the tests. 

Io. To assist members with the recruitment of junior staff 
and to encourage the latter to improve their technical education, 
provision is being made for accounting technicians. 

rz. An additional quota of students will be allowed to mem- 
bers in practice during 1972~73 to meet any shortages which 
may arise in 1973-74 as a consequence of requiring all non- 
graduate students to follow a full-time foundation course. 


ENTRY STANDARDS 


12. With the raising of minimum entry standards from July 
1971, students entering into a training contract will, with the 
limited exceptions referred to in paragraphs 13 and 14 below, 
be graduates of a university in the British Isles (including the 
Open University) or of the Council “for National Academic 
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Awards (CNAA) or will have obtained the general qualifications 
required to commence a degree course which are defined at 
present as: 


(a) At least five passes in acceptable subjects m the GCE 
examination, including not less than two at the advanced 
level; or 


(5) at least four acceptable GCE passes, including not less than 
three at the advanced level. : 


13. The exceptions to these rules will be the three categories 
which have been regarded as satisfying entry requirements in 
the past, namely: 


(a) mature candidates aged not less than 27 years with at least 
ten years’ acceptable experience; 

(b) ex-officers aged not less than 27 years with at least five years’ 
continuous commissioned service in HM Forces; 

(c) graduates of universities outside the British Isles recognized 
for the purpose by the Council. 


14. Additionally, in the future, holders of certain professional 
accounting qualifications recognized for the purpose by the 
Council will also be regarded as satisfying entry requirements. 


FOUNDATION EDUCATION 
Non-graduates 


Is. From August 1st, 1973, with the exception of those shown 
in paragraph 18 below, non-graduates (i.e., students other than 
those with degrees of universities in the British Isles and of 
the CNAA) will be required to complete an approved course of 
full-time study (developed from the nine months’ course) 


of not less than one academic year at a selected college. The 


object of this foundation course is to give the student an 
introduction to the fundamental principles of the techniques 
used by all accountants and to the basic concepts of the modern 
audit, combined with an understanding of the economic and 
legal environment in which accountancy is practised, the lan- 
guage, concepts, and methods of reasoning needed in studying 
.the literature of modern financial management, and the prin- 
ciples of statistical methods used in management and account- 
ancy. The course will terminate in an examination (including 
accounting, auditing, economics, law and statistics) set by the 
college in consultation with an external examiner and/or 
assessor approved by the Institute. 

16. Time spent on the foundation course will not count as 
part of the term of four years’ service required under the 
training contract ~ unlike the present arrangements in which 
the period cf the college course falls within the total of four 
years of articled service. 

17. Students may enter into a training contract before they 
start on the foundation course, subject to the proviso that not 
more than six months’ practical experience prior to the course 
will be accepted as valid service and so count towards the total 
of four years. No period of less than two months will be accepted. 

18. (a) Exemptions from the foundation course and examina- 
tion will be granted to: 


- (i).those who have completed successfully a two-year full-time 
(or equivalent sandwich) course and examination leading 
to.the award of the Higher National Diploma (HND) in 
business studies, provided that accounting has been studied 
throughout the course and passed as an assessed subject 

` at the end of the course, and that economics, statistics and 
law are studied and passed as assessed subjects in at least 
one year of the course; 

(ii) holders of recognized accountancy qualifications (paragraph 
14 above); = ` SS ; ; a. 
(b) Holders of HHNDs other than-in business studies, in so 
far as these have been recognized for the purpose, will be 
granted exemption from appropriate papers in the foundation 

examination, — | | 
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(c) Exemption from the foundation course and examination 
may be granted on a discretionary basis to mature students 
(paragraph 13 (a) above). Ex-officers (paragraph 13 (6)) will not 
be exempted from the foundation examination though they may 
be granted exemption from the foundation course. 

(d) Overseas graduates (paragraph 13 (c)) must take the 
foundation course and examination. In exceptional circumstan- 
ces, however, the Council will grant exemption from part or all 
of these requirements. 


Graduates 


19. The Council wishes to encourage the recruitment of an 
increasing number of graduates from a wide range of disciplines. 
Graduates of universities of the British Isles and of the CNAA 
will not be required to attend a foundation course and those 
who have read professionally relevant subjects at an approved 
level will be exempted. from one or more of the four papers 
(accounting, economics, law and statistics) in the Institute’s 
foundation examination. Graduates not granted complete 
exemption will take appropriate papers in the examination or 
will attend suitable university or college ‘conversion’ courses, 
the successful completion of which will give exemption. 
Negotiations for the provision of a variety of such courses will 
be undertaken with universities and colleges. 


PROFESSIONAL EDUCATION 


20. It is essential that a proper amount of time be devoted to 
study and that students’ work be planned effectively. In 
practical terms this means more full-time tuition than at present, 
integrated with private study under tutorial guidance. 

21. A joint committee of Council and student representatives, 
with the assistance of local committees of district and students’ 
societies, has carried out studies into schemes of education and 
training. These deliberations suggest that future arrangements 
should be based on schemes linking private study with tutorial 
guidance, whether from the public or the private sector. This 
will provide for flexibility and will help to ensure that pre- 
examination courses are not treated as mere cramming exercises. 
Ideally, it is to be expected that there will be a pre-examination 
revision period of about four weeks, which will have been 


' preceded by private study linked with periods of oral tuition 


spread over the year prior to each of the professional 
examinations. 

22. Both the public and private sectors will be invited to 
submit schemes of tuition. These may be particular to the 
organization concerned or arrangements may, for example, be 
combined between institutions in the public and private sectors. 
The Institute will give appropriate publicity to these arrange- 
ments so that the parties to the training contract may have an 
opportunity of planning education and training throughout the 
contract even before it has commenced. 

23. The Council intends in due course to recommend to 
students and their principals certain courses, both in the public 
and private sectors, as providing satisfactory tuition and study 
arrangements. The need for high standards and the limited 
resources available, particularly in the provision of teachers, 
make it inevitable that only a limited number of courses will 


be recognized. 


TRAINING AND EXPERIENCE 
Quality 
24. The Council confirms the need for training and experience 


‘to be obtained with a member in public practice. There should 


continue to be a personal relationship between the member 


and the student under a training contract. The wide range and 
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variety of experience which can be obtained in many practising 
offices provides an appropriate broad base for the future 
development of members. Unrestricted transferability of a 
training contract is not acceptable. , 

25. With the increasing diversity and complexity of work tn a 
professional office the experience gained will not necessarily 
produce a good chartered accountant unless a well-balanced 
training programme is undertaken. The Council is producing a 
training guide to assist principals in all aspects of the training 
of students. 

26. A training record has been published [The Accountant, 
August sth, 1971], and is being used extensively by members 
and students on a voluntary basis. When it has been adequately 
validated it is intended to make mandatory the use of this record 
or some other document maintained by principals and approved 
by the Council. 

27. The Council intends to satisfy itself that a student obtains 
adequate training and experience. A large proportion of prac- 
tices, often small in size, can offer such training and experience. 
Some firms, however, may find it convenient to make arrange- 
ments with other firms for group training under which students 
would be able to cover appropriate aspects of their training in 
different offices. Such arrangements might be covered by the 
formal secondment of the student concerned or by some less 
formal arrangement. As a first step the Council intends to extend 
the provisions of bye-law 48 so that the panel when interviewing 
a prospective principal prior to his first taking an articled clerk 
can inquire into the suitability of the practice. The Council 
intends to discuss proposals with members and to take their 
views into account before making them effective. 


Quantity 


28. The increasing range and complexity of the work of a 
member, whether in practice or not, might appear to argue in 
favour of an extended period of training. ‘The Council recognizes, 
however, that it is impracticable to obtain experience of all 
aspects of an accountant’s work prior to qualification and has 
provided for this in its proposals for: 


(a) two years’ relevant post-qualifying experience in the office 
of a member in public practice before a member may 
himself enter practice (paragraphs 50 to 53 below); 

(b) post-qualifying tests. 


29. Taking these factors into account, the period of the 
training contract will be as follows: 


Graduates of universities in Three years, to include an allow- 
the British Isles and of the ance of 26 weeks’ study leave and 
CNAA up to 17 weeks’ allowance for 
holidays and illness. 

Four years (excluding the foun- 
dation course), to include an 
allowance of 26 weeks’ study 


Non-graduates 


leave and up to 21 weeks’ 
allowance for holidays and 
illness. 


30. (a) Thus students requiring the maximum allowance for 
holidays and illness would gain these minimum periods of 
practical experience: 


Graduates — 26 months (two years and nine weeks). 
Non-graduates — 37 months (three years and five weeks). 


(b) These periods are without exception longer than the 
minimum required under the present bye-laws and in many 
cases exceed that now obtained by graduates and two ‘A’-level 
entrants. Further, the value of the experience will be enhanced 
where, as is intended, it is acquired as part of a planned pattern 
of education. 

31. Where for any reason a student does not complete the 
requisite period of practical experience within the original 
training contract he must do so before admission to membership. 
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Provided that the additional period is for no longer than six 
months the student will be regarded as supernumerary to the 
principal’s quota. 


EXAMINATIONS 


32. Examinations are part of the education and training 
process. They should be designed to test how far that process 
has succeeded in producing a student equipped with the 
necessary basic knowledge and with sufficient flexibility of mind 
to enable him to adapt to his changing environment throughout 
his career. 

33. The new pattern of education and training with its higher 
entry standards, foundation course, and provision for full-time 
tuition, should enable the student to develop his knowledge 
and understanding in greater depth than hitherto and to answer 
a more rigorous intellectual chalenge than has been posed by 
previous syllabi and examination papers. 

34. The proposal to introduce post-qualifying tests of knowl- 
edge and experience combined with the proposal for two years’ 
post-qualifying experience before the grant of a certificate 
to practise permits concentration to the stage of qualification 
on the common areas of basic knowledge. The work of the 
chartered accountant has become so complex over such a wide 
field that it is impracticable, eyen if it were desirable, to try to 
examine each individual’s competence in every aspect of that 
work. 

35. The practical experience not only of students but of 
chartered accountants of mature years varies widely. It is 
impossible under present and immediately foreseeable training 
arrangements to ensure such common practical experience that 
it would be fair and reasonable to base final examination tests 
on this. The examinations must therefore be regarded primarily 
as tests of whether candidates have prepared themselves 
adequately in the principles cf their work, have developed 
certain-minimum skills, and have acquired a sufficient knowledge 
of such facts as chartered accountants should know. However, 
a student as he progresses through his training period should 
increasingly build up a mode of thinking, and a method of 
approaching problems, characteristic of a chartered accountant 
and to this extent questions set in the later papers can be more 
problem-oriented. 

36. In the light of these general principles the structure and 
content of Institute examinations will be as follows: 

Foundation examination 

(1) Accounting. 

(2) Law. 

(3) Economics. 

(4) Statistics. 

Professional examination I 

(r) Financial Accounting I. 

(2) Taxation I. 

(3) Law. 

(4) Auditing, Systems and Data Processing. 

Professional examination II 

(x) Financial Accounting II. 

(2) Auditing. 

(3) Taxation IT. 

(4) Management accounting. 

(5) Elements of Financial Decisions. 


37. Notes on the scope of each paper are given in the Appendix. 
A full syllabus will be issued as soon as possible with an indica- 
tion, whether by reference to textbooks or in some other way, of 
the range and depth of knowledge required. The papers in the 
foundation examination (accounting, law, economics, and 
statistics) must be taken by all students not exempted from them 
by virtue of their degrees or foundation courses before attempt- 
ing Professional Examination I. Consideration is being given to 
the foundation examination being taken in more than one part. 

38. The examinations will be progressive. The notes on the 
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papers in the Appendix must therefore be read as a whole and 
not in isolation. Students in later examinations will be expected 
to show a knowledge of matters included in. the syllabus. for 
earlier examinations: for example, a question might be set in 
Financial Accounting II calling for critical comment. on some 
of the main accounting conventions although those will have 
been covered in an earlier examination. Similarly, questions 
may be set in one paper which overlap the syllabus of another 
in. order to reflect the kind of comprehensive problem which 
arises in practice, for example the relevance of company law in 
problems of financial reconstruction. 

39. Past examinations have tended to concentrate unduly on 
questions involving the ability to reproduce memorized facts. 
In the new pattern, questions will be designed to test the ability 
to analyse, appraise, and comment intelligently and clearly, 
for which the necessary preparation will be sound understanding 
of the subject and its underlying concepts. There will also be a 
need for a feed-back of information to tutors and trainers about 
the types of weakness revealed by examination scripts and the 
Council intends to ensure that this is provided. 

40. The proposed syllabus will be kept under constant review 
to keep pace with the evolving pattern of education and training 
and the changing environment in which the accountant works. 


Referral 


41. A system of referral at examinations has now been intro- 
duced. A candidate who. is successful in all papers except one 
(in which he is only a narrow failure) is allowed to take that one 
paper again instead of resitting all papers. He is allowed one 
attempt only at a referral; if unsuccessful he is required to resit 
the whole examination. The standard required to pass in each 
paper has been. raised and there is a minimum mark in any 
paper below which a candidate will not be referred. 


Pattern of examination dates 


42. It is not possible to reconcile every interest relating to 
the datés of examinations, notably those of firms of chartered 
accountants and those of tutors, especially in the public sector. 
The following pattern has been adopted as offering the most 
acceptable solution: 


Foundation early April 
early October 

Professional examination I mid-May 
mid-November 

Professional examination JI early July 


mid-December 


Rules of eligibility 


43. [The rules of eligibility for the new examinations are not 
reproduced in full. Subject to the Council’s discretion, they will 
include the following provisions: 


(a) The examinations will be progressive in nature and each 
must be completed successfully before the next is attempted. 
Only one examination may be attempted at any one time. 

(b) Failure to pass the foundation examination within the first 
two years of service will lead normally to the cancellation of 
a contract. 

_(c) A candidate who is unsuccessful at an examination exempt- 

~ ing from the foundation examination will not be allowed to 

take the latter examination. He will have to take the exempt- 

ing examination again and is unlikely to be allowed more 
than two attempts by the institution concerned. 

(d) Both professional examinations must be completed within 
three years of the expiry of the contract.] 


44. (a) The new examinations will be introduced not later 
than January 1975. 

(5) As an illustration (there are many variations) of the new 
pattern of examinations, a student commencing his service in 


ACCOUNTANT 


May 25th, 1972 


September 1974 could be expected to take examinations as 
follows (assuming first-time success): l 


Examination Non-graduate Graduate 
Foundation Exempt April 1975 (if not exempt) 
Professional I November 1975 November 1975- 
Or or l Š 
May 1976 May 1976 Gf not exempt from 


the foundation examination) 


Professional II July 1978 July 1977 


Transitional provisions 
45. Existing examinations will continue to be held until the 


following dates: š 

Intermediate — September 1975 

Final Parts I and II — November 1974 
These dates have been calculated so as to allow any candidate 
who enters into articles prior to the publication of the new 
structure (assuming this to be no later than January Ist, 1973) 
at least three attempts at the Intermediate examination or at the 
Final Part I examination if he is exempted from the Inter- 
mediate, before having to transfer to the new examinations. 


Alternative Final examination: an experiment 


46. For the reasons indicated in paragraph 35 above it is 
unrealistic to expect that the professional examinations can, to a 
sufficiently significant extent, be a test of knowledge gained 
through practical experience. 

47. In view of this and with the aim of investigating other 
methods of testing the results of practical training, the Council 
will experiment with a different scheme of education, training, 
and examination for a strictly limited number of graduate 
students. This will comprise: 

(a) a specially designed degree course in accounting at one or 

more universities or polytechnics; 

(b) a system of training carefully integrated with the degree 

course; 

(c) a different form of Final examination designed particularly 

to test practical experience and competence. 

48. Consideration is being given to the following forms of 
testing: 

(a) an essay or dissertation in depth on some facet of a student’s 

experience; 

(6) a case study paper or papers; 

(c) a written paper; 

(d) a professional interview. 

49. It is hoped that these tests will provide a more accurate 
assessment of the student’s readiness for admission to member- 
ship (in terms of practical ability and technical knowledge 
gained from study and training) than is possible with conven- 
tional examinations. A high standard will be demanded. 


POST-QUALIFYING EXPERIENCE 


50. Practising certificates. Associateship is to be regarded as 
an indication that a person has acquired a sound knowledge of 
fundamentals. Future members must expect to spend some time 
after admission in gaining expertise in the fields of work they 
choose. Members admitted after a date to be announced 
wishing to commence practice will be required to have completed 
two years’ acceptable post-qualifying experience before they are 
entitled to a practising certificate. 

51. Post-qualifying tests of knowledge and experience in 
specialist areas and in general practice will be introduced as 
soon as practicable. 

(ay The range of specialist subjects has not yet been settled, 
though it is likely that initially the following areas will be 
included: 

(i) taxation (appropriate to the taxation adviser to an 
industrial or commercial firm as well as to the member 
in practice); 
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(ii) accounting, auditing, and investigations; 
(iii) management information systems, data processing, and 
management mathematics; 
(iv) financial management, planning, and control. 
Other areas might be covered later. 

(b) The format of the examination will be arranged to allow 
members to qualify for the award of fellowship by demon- 
strating that: 

(i) since admission to membership they have acquired a 
higher level of knowledge and experience over a wide 
range of subjects; or 

(ii) they have reached an even more advanced level in a 
narrower range of subjects. 


(c) The tests will be applicable both to the specialist and to the 


‘general practitioner’, whether in practice or industry/com- 
merce. 

52. After thorough validation, the Council proposes to seek 
approval to make the award of fellowship dependent upon one 
of these tests for members admitted after a designated date. 
The requirement for two years’ acceptable post-qualifying 
experience prior to the granting of a practising certificate (see 
paragraph so above) is not linked with the proposals for the 
award of fellowship (paragraph 51), While noting that a majority 
of the Special Committee took the view that a fellowship test 
and not less than two years’ appropriate practical experience 
should become a prerequisite for the granting of a practising 
certificate [The Accountant, February 24th], the Council believes 
that it is unreasonable, at least at this stage, to insist on such 
requirements and to propose amendments to the Royal Charter 
and bye-laws to that end. 

53. Proper notice will be given of the changes proposed in 
paragraphs so and sr and of the dates from which they will be 
applied to new members. In the case of the proposed tests for 
fellowship it is intended that the designated date will be selected 
so as still to allow those who enter articles during 1972 to 
advance to fellowship without having to take one of the tests. 


JUNIOR STAFF 


54. To assist members with the recruitment of junior staff, 
provision is being made for ‘accounting technicians’. This 
scheme will begin to operate as soon as practicable after allow- 
ance by the Privy Council of the changes to the Royal Charter 
and bye-laws which it is hoped to submit to members for their 
approval in September 1972. Candidates will be required to have: 

(a) gained an acceptable Ordinary National Certificate (see 

below); and 

(b) completed three years’ relevant experience with a member 

in public practice in the United Kingdom. 

ss. The Ordinary National Certificate is taken on a part-time 
basis involving day or half-day and/or evening release. Initially 
it will be necessary to accept existing ONC courses in business 
studies which include accounting, economics, law, and statistics, 
provided that accounting has been studied throughout the 
course. However, discussions are being held with the Joint 
Committee for National Awards in Business Studies with the 
aim of making provision as soon as possible for the addition of 
courses in auditing, taxation, and other subjects which will 
undoubtedly be needed for accounting technicians. 

56. Pending the commencement of the scheme, members can 
encourage eligible junior staff to begin an ONC course in 
business studies in the autumn of 1072. They may also recruit 
as potential accounting technicians existing holders of ONCs in 
business studies. 

57. The Council is to undertake further discussions with 
district societies to determine the future relationship of these 
accounting technicians and the Institute and with colleges to 
provide appropriate ONC courses. It also intends to consider 
the needs of members in industry and commerce for the 
recruitment of junior staff. 


ACCOUNTANT 


691 


STAFFING OF OFFICES IN 1973 


58. When all non-graduate students are taking a-compulsory: 
course before or at an early stage cf a training contract;. there will: 
be a check in the number of students in service which may cause 
difficulty in staffing offices in 1973. The following arrangements 
are designed to help members: 

(a) the provision for accounting technicians; 

(6) special permission for members in public practice to take 
in 1972 additional students beyond the normal quota. This 
proposal will also increase the number of enrolments on 
college courses in 1972. 

_ 59. The basis of application for this additional quota was 
announced by the Council in April 1972 [The Accountant, 
April 13th]. 

6o. Categories of students able to enter a training contract 

in 1973 without taking the nine months’ course are: 

(a) ‘O’-level entrants under the transitional arrangements 
effective until September 30th, 1973 [The Accountant, 
October 15th, 1970]. i eg 

(6) Mature students (paragraph 18 above). 

(e) Holders of recognized accountancy qualifications. 

(d) Holders of an appropriate HND in business studies. 

(e) Graduates (paragraph 19 above). 


Appendix 
NOTES ON THE SCOPE OF EXAMINATION PAPERS 


Foundation examination 


ACCOUNTING 

‘The nature and purpose of the accounting information system and 
its relation to the physical and financial activities of the organiza- 
tion; the principles of double-entry book-keeping including 
journal entries, control accounts and ledger accounts. 

The preparation of final accounts of sole traders. 

The main conventions used in preparing final accounts, the 
purpose of these conventions and the limitations imposed by 
their use; depreciation, stock valuation, provisions, distinction 
between capital and revenue. 


LAW 

A knowledge of English legal institutions and legal principles and 
methods, with particular reference to aspects of law so far as they 
are relevant to accountancy, e.g., contract, sale, leasing, and hire- 
purchase of goods; agency, different types of property; corporate 
personality. An understanding of the distinction between statute 
and case law, of the way in which statutes are interpreted and of 


the nature of judicial precedent including the concept of ratzo 
decidendt. 


ECONOMICS 

Micro- and macro-economics of the order of difficulty and manner 
of approach of Lipsey, An Introduction to Positive Economics, at 
about the level of the first year of a degree course in business 
studies. The student should have a grasp of the main economic 
concepts and their relevance and use in applications, and an 
insight into the nature of economic reasoning. The relevance to 
accountancy should be appreciated. In addition, about one- 
quarter of the paper will consist of.questions on the structure of 
industry and commerce, the functions of the main financial 
institutions, and the broad legal and fiscal framework within 
which business operates. 


STATISTICS 
‘The use of mathematics beyond a good ‘O’-level standard is not 
required but the student should have: 

(a) a basic understanding of probability and of the theory on 
. which statistical inference, measures of central tendency, 
dispersion and association, and tests of significance are 
based, and of the way such theory can be applied to prob- 
lems, so that he will be zble to appreciate the relevance of 
applying statistical methcd to practical problems; 

(b) the ability to understand and use elementary statistical 
methods in the context cf specific problems. The order of 
difficulty is approximately that of Freund and Williams, 
Modern Business Statistics. 
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Professional Examination 


FINANCIAL ACCOUNTING I 

(a) The principles common to all accounting systems from 
simple manual ones to computers, from the initial recording of 
data through to the final accounts. The nature and purpose of the 
system and the accounting reports derived from it; their relation 
to the activities of the enterprise; the main accounting concepts 
and conventions and their rationale. 

(b) The application of accounting procedures and conventions to 
varying types of transaction, to the transactions of varying types 
of enterprise, and to the preparation of final ‘accounts with 
particular reference to those of companies (including groups. and 
associated companies) and partnerships, having regard to current 
legal requirements and standards of practice. Candidates may also 
be asked to prepare accounts for the transactions of executors and 
trustees. (A knowledge of equitable apportionments will not be 
required.) 

(c) The emphasis should be on a thorough knowledge and 
understanding of basic essentials. Examinees will be expected 
to be able to apply principles to differing types of transactions, 
but, except where these are of a normal trading or manufacturing 
type or are specified expressly in the syllabus, the examination 
paper will provide a description of the facts and situation relating 
to the question. 

(d) The syllabus will include the treatment of taxation in 
company accounts on the basis of information about liabilities 
provided in the question. i 


A 


TAXATION I 

This will cover the law and practice of income tax and estate duty 
as these relate to the more usual matters arising in practice. The 
student will be expected to have a sound knowledge of the sources 
of tax law, the structure of the tax and the rules relating to 
computation and assessment as these affect matters arising in most 
professional practices, i.e., excluding more specialized matters. 


LAW 

The basic principles of law will have been studied and examined at 
the foundation stage and will not be re-examined at the profes- 
sional stage. This paper will concentrate on those areas of law 
which are most relevant to the work of an accountant, that is the 
law relating to companies, partnerships, trusts, and negotiable 
instruments. Specialist aspects will be excluded such as the law 
relating to liquidations and receivership and the syllabus will be 
drawn so that, so far as possible, it is concentrated on those 
matters which have a direct bearing on an accountant’s work. It 
is inevitable that the paper will test the student’s memory but by 
the form of questions and the use of problems an attempt will be 
made to avoid encouraging mere learning by rote. 


AUDITING, SYSTEMS, AND DATA PROCESSING 

(a) The nature and purpose of audits and audit reports and the 
aims of different types of audit including the modern concept of 
the audit and the function of the auditor in relation to the appraisal 
of systems, their validation by audit procedures and reports on 
weaknesses. (A detailed knowledge of the legal aspects of auditing 
is not required.) 

(b) The principles of evaluation of systems from the standpoint 
of both operating efficiency and internal control. 

(c) Systems techniques and their application (e.g., flow- 
charting, design of forms). 

(dì The characteristics of business equipment of all kinds so far 
as function is concerned and the basic principles involved in 
selection and use for particular purposes. 

(e) Commonly used terms. 


Professional Examination Il 

FINANCIAL ACCOUNTING II 

It is envisaged that the major technical aspects leading up to the 
production of final accounts will be examined in Financial 
Accounting I. Financial Accounting II will therefore be concerned 
largely with the more advanced aspects of application and inter- 
pretation, and will assume a thorough knowledge of, and com- 
petence in, basic accounting, and the ability to apply legal require- 
ments and standards of current practice to any situation the facts 
of which are provided, and to sort out the relevant from the non- 
relevant. Executorship accounts will not be included. 
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Students should be able to answer problem questions involving 
the presentation and interpretation of quantitative data in final 
account form and otherwise, investigations, profit forecasts, 
valuation of shares and other business interests, financial schemes 
and arrangements including mergers, acquisitions and reconstruc- 
tions, financial structure, sources of finance and their characteris- 
tics. They should also be able to apply company law wherever 
relevant to any of these problems and to write clear and concise 
reports. 

Students will also be expected to be able to discuss in some 
depth the assumptions or conventions used in preparing accounts, 
the effect of these and some of the problems to which they give rise. 


AUDITING 


A basic knowledge is required of current auditing practice and 
procedures, particularly with regard to audits under the Com- 
panies Acts, and including the audit of computer-based systems 
and the use where relevant of statistical sampling. 
The syllabus will also require a knowledge of: 
(a) the duties of auditors in relation to prospectuses and profit 
forecasts ; 
(b) the legal rights, duties, and responsibilities of auditors under 
the Companies Acts and otherwise; 
(c) Institute recommendations and statements on accounting 
principles, standard accounting practice, and auditing. 


TAXATION II 
This syllabus will cover the law and practice of income tax, 
corporation tax, and capital gains tax. 

In the case of each of these taxes, the basic methods of com- 
putation, assessment, and collection, and general administration 
as this affects the accountant, should be known. 

Questions may be set involving a knowledge of estate duty in 
so far as the general implications of taxation for the individual are 
concerned. 


MANAGEMENT ACCOUNTING 

The syllabus will require a knowledge of current methods of cost 
and budgetary control, of corporate planning, and of the planning 
and organization of management information systems, in the light 


‘of management structures and objectives, including the use of 


statistics, operational research methods and concepts. The paper 
will cover the collection, compilation, presentation, analysis, and 
interpretation of accounting data for use in the creation of policy, 
in short- and long-range planning and decision-making, and in 
the control of the execution of this at all levels of the organization 
and in all aspects including production, marketing, financing and 
investment. 


ELEMENTS OF FINANCIAL DECISIONS 
This paper will deal with methods that can be used for the 
systematic statement of management objectives and analysis of 
problems in order to provide guidelines to management in situa- 
tions where choice has got to be made between alternative 
courses of action. The range of problems to be covered will 
include those related to decisions on such matters as choice of 
financing methods; dividend policy, and capital gearing; capital 
expenditure including replacement of assets; location of activities ; 
leasing or buying; choice and design of products; output levels; 
price-setting; expenditure on research, development, marketing 
and promotion; the relation of the foregoing to long-run strategic 
planning and decisions, and to problems of valuation. 
Candidates will be expected to have a knowledge of the methods 
and techniques of discounted cash flow; statistical estimation and 
testing of hypotheses; statistical survey methods; linear program- 
ming; queueing methods; optimization of levels of stock and 
working capital; simulation methods; statistical aids to forecasting. 
They will be expected to be able to handle simple arithmetic 
examples of these methods and techniques or use simple dia- 
grams, as appropriate, but advanced mathematical manipulation 
will not be required. The emphasis in the paper will be on 
understanding, and ability to explain clearly, the uses and limita- 
tions of the various methods and techniques, on ability to recog- 
nize when a particular method or technique is applicable, and on 
ability to arrange data relating to a given decision in a form to 
which the relevant method or technique can be used, and in 
report clearly on the implications of use. 
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An Interfirm Comparison for 
Accountants in Public Practice 


by C. A. WESTWICK, B.Sc.(Econ.), F.C.A. 


It is not easy for a firm of accountants to judge the efficiency of its practice management 
but the task is to be made easier because The Institute of Chartered Accountants in 
England and Wales is organizing an interfirm comparison on behalf of its practising 


H (ees objective of this interfirm comparison is to provide 
practising firms with yardsticks against which they can 
measure the performance of their practice. With the 
knowledge gained from comparing their performance with 
that of similar firms, the partners of participating firms 
should be placed in a good position to improve areas of 
their practice where there are weaknesses, and to capitalize 
on areas where they are relatively strong. 

Details of the scheme are being sent to all practising 
members of the English Institute, but the scheme is not, 
in fact, limited to members. Firms comprising members 
of other bodies may participate. On receipt of a firm’s 
application the Institute will send a simple questionnaire 
to enable it to supply various key facts and figures about 
its practice. The questionnaire is very simple and has 
been compiled with the aid of an advisory board of prac- 
tising accountants under the chairmanship of Mr Kenneth 
Sharp, a partner in Armstrong, Watson & Co and a member 
of the Institute’s Council. The draft questionnaire was 
‘field tested’ by some 25 practising firms and as a result 
of their comments a number of modifications have been 
made. | 

Information from the completed questionnaires wil 
be converted at the Institute into a number of ratios 
(details of which are given later in this article). A report con- 
taining the ratios and a user’s guide will be sent to all 
participating firms. The contents of the report will not, 
however, be published; it will go only to participating 
firms. Each firm will then be able to decide what action 
it should take in the light of the information contained in 
the report. 


Comparing like with like 


It is always important in an interfirm comparison to ensure 
that like is being compared with like. It is important: 


(a) to make reasonably sure that all participants have 
arrived at their figures in the same way; and 


(b) to ensure that when firms are using the report they 
are able to compare their performance with that of 
similar firms. 

Mr Westwick is a Technical Under-Secretary with The Institute of 


Chartered Accountants in England and Wales. The views expressed in 
this article are his own and are not necessarily those of the Institute. 


members. 


The first point is dealt with by giving definitions, in reason- 
able detail, of each of the items to be provided by the 
participating firms. The second point is catered for by 
providing in the report items of ‘background information’ 
about each firm. Here, however, there is a dilemma. On 
the one hand, the more information that is provided the 
better are participants able to compare themselves with 
similar firms; but, on the other hand, the more information 
that is given, the greater is the risk that the individual 
participant will be identified, and in general, participating 
firms prefer to remain anonymous. 

A compromise has therefore to be reached and in this 
comparison it has been decided to show only two items of 
background information: 


(1) Size of firm. Size will probably be measured by the 
number of partners and employees combined, but 
the actual numbers will not be shown. Instead, firms 
will be categorized as large, medium or small. 

(2) Indication of the area in which the firm operates. 
For this purpose the country will be divided into 
four, as follows: Central London; the balance of 
the GLC area; other towns and cities with more 
than 100,000 inhabitants; all other locations. 


Confidentiality 


The Institute is taking a number of steps to preserve the 
anonymity of participants and the confidentiality of the 
data. Briefly the safeguards which are being used are as 
follows: 


(1) Names of the participating firms will not be re- . 
vealed. 

(2) Results will be reported to participants only under 
code numbers. 

(3) Data will be supplied by questionnaire which will 

U be identified only by code number. 

(4) Results will be sent only to participating firms; they 
will not be made generally available, even to members 
of the Council or committees of the Institute. 

(5) The report will not contain any absolute figures but 
only ratios. | 

(6) Background informaticn on location and size will be 
presented in such a manner that there is a reasonable 
number of firms in each groub, thereby minimizing 
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the risk that an individual firm could be pinpointed. 

(7) An intermediary will be interposed between the 
staff of the Institute’s Technical Department which 
will be running the comparison and the individual 
participating firms. The intermediary will be M & G 
Securities Ltd which has generously offered its 
services free of charge. The results of the inter- 
position will be that a very limited number of the 
Institute’s staff will know the names of participating 
firms but not the code numbers that have been 
allocated to them, and they will know the figures 
only in relation to a particular code number. The 
intermediary will know the names of the participating 
firms (but has undertaken to keep these strictly 
confidential) and will know what the code number 
of an individual firm is, but will not have access to 
any of the data nor will it receive a copy of the 
report. 


Fee to be charged 


As this comparison will be for the direct benefit of only 
part of its membership, the Institute has decided that a 
fee will be charged to participants designed to cover the 
cost of the comparison. The fee is small — only £1 for each 
member of the firm’s staff (including partners) with a 
minimum of {25 per firm and a maximum of f1oo. The 
larger firms are being encouraged to submit entries for a 
number of their offices and to encourage them to do this 
there is a reduction from £r to fo-50 per employee and 
partner for each office after the first. 


Development 


The content of the first comparison is being kept delib- 
erately small in order that the completion of the necessary 
data by the participants should not be unduly onerous. It 
is intended, however, that the comparison will be repeated 
annually and the opportunity will be taken to develop 
the scheme by removing information which has been dis- 
covered to be of little importance to participants, and 
adding other material for which participants have expressed 
a desire. 


The report 


The report of the comparison will consist basically of two 
parts. In the first part all the ratios for each participating 
firm (identified by code number only) will be shown sep- 
arately, together with the two items of background in- 
formation (size and location) already mentioned. There 
will therefore be a separate column of ratios and background 
information for each participating firm. It is probable that 
firms will be ranked in order of some criteria of ‘success’ 
(see below). 

The second part of the report will be a detailed guide to 
participating firms on how to interpret the differences 
between their ratios and those of other participating firms. 
This guide will enable firms to discover their relative 
strengths and weaknesses, and so provide them with 
quantified targets for improvements. The ratios which will 
be compared and a brief indication of their significance 
are given below. It will be seen that the ratios. are divided 
into two main groups: Group I contains various overall 
measures of success; "Group 2 2 contains ratios indicating 
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the main area causing differences in the degree of success 
achieved by the firm. 


Group 1 — Overall measures of “success 


Success is a difficult thing to quantify, and it partly depends 
on what a particular partnership is trying to do. In this 
comparison there are six measures of success: it is up to 
each firm to decide in what order of priority they shall be 
ranked. The measures are as follows: 


(1) Profitinumber of partners (£ per partner). This ratio will 
indicate how profitable the firm is proving to be on 
average for each partner after charging a reasonable 
salary for his services — the sort of salary which he should 
be able to command as an employee in a public practice. 

(2) Profit/fees (%). This ratio is another measure of the 
profitability of the firm — this time in relation to the 
revenue which it has been able to generate. Profit is 
defined in the same way as for ratio (1), te, after deducting 
a notional salary for partners and also a notional rent for 
firms which own their property, or otherwise obtain the 
use of it at other than the market rent. 

(3) Partners’ average remuneration (profit plus notional 
salary) (£ per head). This ratio avoids the difficulty, 
which the ratio of profit per partner has, of estimating a 
fair ‘notional salary’ for each partner. 

_ (4) Growth (fees this year|fees last year) (%). Most, but not 
necessarily all, firms will want to grow as well as making 
a reasonable rate of profit. This ratio will indicate how 
fast they have grown and the comparison will indicate 
whether this is faster or slower than the rate achieved 
by other participants. It should be noted that this is 
growth in money terms. It needs to be at least as great 
as the rate of inflation during the period to represent 
growth in real terms. 

(5) Debtors and work in progress (at charging rate) [fees (Yo): 
The smaller this ratio is then the faster is the firm ‘turning 
over’ an important part of its capital. All firms need to 
achieve as high a rate of turnover of working capital 
as possible consistent with the maintenance of good 
client relationships. 

(6) Personnel turnover (number of personnel leaving during the 
year] average number of personnel during the year) (%). It is 
unlikely that any firm can hope to achieve consistently high 
rates of profitability, or growth, or turnover of working 
capital if this is at the expense of a personnel turnover which 
is too high. Too high a personnel turnover will be prejudicial 
to the goodwill of the firm and will indeed raise costs as new 
members of personnel have to be trained. On the other 
hand, too low a rate of personnel turnover might be indica- 
tive of stagnation and a lack of new ideas. It is only by par- 
ticipation in a comparison that some indication of what may 
be a reasonable rate of personnel turnover can be obtained. 


Group 2 — Ratios indicating main areas causing 
differences in degree of success 

Please refer to the accompanying diagram of ratios. 

If a firm discovers that its ratio of profit per partner 
(ratio 1) is lower than that of other comparable participants 
it will look next at ratios 2 and 3. These ratios will indicate 
whether a low profit per partner is due to: 


(a) high costs in relation to fee income (indicated by a 
low ratio 2) or 
(b) a low volume of fees in relation to the number of 
partners (indicated by a low ratio 3). 
If a firm’s ratio of profit to fees is low (ratio 2) then the 
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cause or causes of this will be indicated by an examination 
of ratios.4 to 8. This examination will show which of the 
following costs are out of line in relation to fees by com- 
parison with the experience of other firms: 


All personnel costs; 

Accommodation costs; 

Professional indemnity cost; 

Payments to service bureaux; 

Other overheads. : 


If the firm’s ratio of all personnel costs to fees is high 
then this will be the result of one or more of the following: 


(a) average salaries of employees being high (ratio 9); 

(b) partners’ average notional salaries being high (ratio 
10); | 

(c) fees per employee (ratio 11) being low or the fees 
per partner (ratio 3) being low. | 


Jf accommodation costs in relation to fee income are 
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high then this may be due either to the cost per square 
foot of office space being high (ratio 12), or the amount of 
space per employee being high (ratio 13). ` 

If a firm’s professional indemnity cost to fees ratio 
(ratio 6) is high then this may be caused by one or more of 
the following: 

(a) cost being high in relation to the cover obtained 

(ratio 14); or | 

(b) cover being high in relation to the number of partners 

and employees. covered (ratio 16); or 

(c) cover which is being sought being high in relation 

to the firm’s fee income (ratio 15); or 

(d) fees earned by the partners and employees being 

low (ratio 17). 

All firms of accountants in public practice can learn | 
something useful from participation in this comparison. 
Further details can be obtained from Chartered Account- 
ants’ Hall. 





Taxation 


Case 





MacPherson v. Hall 


In the High Court ot Justice (Chancery Division) 
March 15th, 1972 


(Before Mr Justice UNGoED-T'Homas) 


Capital gains tax — Short-term capital gains ~ Identification of 
shares sold with shares bought — Shares bought and sold on the 
London Stock Exchange — Effect of account periods on that stock 
exchange — Finance Act 1962, sections ro (r), rr (r), T2 (2), 
I6 (8), Schedule 9, paragraph 8. 


The taxpayer bought 6,000 shares in a company for £3,713 
on Friday, September r1th, 1964 and sold 6,000 shares in the 
same company on Monday, September 14th, 1964. He had 
bought 6,000 shares in the same company in five lots between 
March 16th and April 17th, 1964, at a total price of £7,395. 
The 6,000 shares that he sold on September 14th, were sold 
for £3,693. If the shares sold on September 14th, were to be 
identified with the 6,000 shares bought between March 16th 
. and April 22nd, there was an acquisition and a disposal within 
six months, and in that case the taxpayer made a loss of £3,702, 
but if the shares sold are to be identified with the shares bought 
on September 11th, his loss was only £20. In either event after 
September 14th, the taxpayer still had 6,000 shares, the same 
number as he had had before the September 11th purchase, and 
the September 14th sale; and he would be entitled to deduct his 
short-term loss from his short-term gain, i.e., £3,702 or £20, 
depending on the result of this case. 

The shares were bought and sold on the London Stock 
Exchange, where the year is divided into accounts periods each 
of about a fortnight to three weeks. The business days of an 
account exclude Saturday and Sunday (and holidays). A dealing 


period consists of delivery days (business days) and is part of the 
account period, and runs from and including the first day of the 
account up to and including the eighth day before the end of 
the account. The seven last days of an account, commencing with 
contango day and ending with account or delivery day, is the 
settlement period of that account. The contango day of one 
account is also the first dealing day of the next account. 

Friday, September rh, when the taxpayer bought the 
second lot of 6,000 shares was the last dealing day of Account 18. 
Monday, September 14th, on which he sold 6,000 shares was 
the next business day, and was the contango day of Account 18, 
and was the first dealing day of Account 19. The delivering day 
for Account 18 was September 22nd, and it was under that 
account that the 6,000 shares were bought on September 11th. 
Delivery day for Account 19 was October 6th, and the 6,000 
shares that were sold on September 14th were sold under that 
account. 

By paragraph 8 (4) of Schedule g of the Finance Act 1962 
‘Shares disposed of for transfer or delivery on a particular date 
or in a particular period (a) shall not be identified with shares 
acquired for transfer or delivery on a later date or in a later 
period; and (b) shall be identified with shares acquired for 
transfer or delivery on or before that date or in or before that 
period, but on or after the date of the disposal, rather than with 
shares not so acquired.’ By paragraph 8 (6) shares disposed of 
have to be identified with shares acquired within the six months 
preceding the disposal rather than with shares not so acquired. 

It was contended for the taxpayer that the words at (b) in sub- 


paragraph (4) ‘but on or after the date of the disposal’ had to be 


read as if they were ‘but acquired on or after the date of the 
disposal’; that what was required by paragraph (4) (6) to take 
place on or after September 14th, was merely an acquisition; 
and that as none of the relevant shares had been acquired on or 
after that date, the sub-paragraph did not apply. It was con- 
tended for the Revenue that the words ‘on or before that date’ 
had to be read as part of a total phrase ‘acquired for transfer or 


_delivery on or before that date’; that the same totality of 


phrasing was implied after the word ‘but’; and that only the 
shares bought on September tb for delivery on September 
22nd, and none of the shares bought earlier, satisfied the second 
as well as the first requirement at (6) in the sub-clause. 

The Special Commissioners decided in favour of the Revenue. 


Held: The Special Commissioners’ decision was correct. 
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Multitude of Problems Besetting 


OT all major British companies are currently successful, 

and Reyrolle Parsons is typical of much of the traditional 
areas of British industry today. It is not by any manner of 
means an inefficient company. It is well versed and well advanced 
in new technologies and its products are respected abroad. But 
it is losing money at a prodigious rate, has deep-seated labour 
problems and does not look like changing either situation 
quickly. There are two reasons for the problems and the same 
two reasons for the inability to solve them. One is the stagnation 
in British heavy industry and the other is the rampant rate of 
wage inflation. 

Reyrolle and Parsons, and the Bruce Peebles company that 
is included in the group, are respected names in the spheres of 
switchgear, turbines, generators, reactors, gas turbines, and, in 
fact, complete power projects. The company is chaired by Mr 
Edward Judge, M.A., who was head of Dorman Long before 
that company’s final nationalization. A year ago he told Reyrolle 
Parsons’ shareholders that 1971 was going to be a difficult year 
and considered that Reyrolle, which is the switchgear end of the 
group, would sutfer a setback. 

In fact Reyrolle performed better than budget, although there 
was still an inadequate return on capital employed. At Bruce 
Peebles there was an improvement, although not up to forecast. 
There were setbacks in other areas — transformers and medium- 
voltage equipment — but the 1971 results were finally dominated 
by the turbine generator activities of Parsons. There the result 
was not far short of catastrophic. 


New strategy 


Parsons’ results were expected to be helped by a number of 
satisfactory contracts brought to completion during the year. 
But repercussions of what Mr Judge calls ‘the upset in industrial 
relations at Parsons in 1970’ were far more widespread than 
anticipated and led to delays in the works in 1971. Site labour 
disputes and technical difficulties during manufacture also 
hampered operations. 

Delays reduced the number of contracts completed and led 
to substantial additions to manufacturing costs, accentuated by 
steep inflation not fully matched by cost escalation clauses. In 
the autumn of 1970 it was judged that seven to nine large turbine 
generator sets worth {90 million would be ordered by the 
Central Electricity Generating Board but none materialized, 
with a resultant change in ratio between home and export orders 
and a devastating upsurge in production costs. 

In the new context, Parsons had to establish, under difficult 
conditions, a, new strategy based on the prospect of low-level 
home demand for some years ahead and entailing the reduction 
of resources in line with the work-load. In the light of these 
radically changed circumstances the directors decided it would 
be ‘prudent to change the basis on which contract losses are 
provided for’. 

Previously the policy on providing against loss-making 
contracts was to provide for that proportion of the losses which 
related to work done up to each accounting date. In the case of 
turbine generator contracts, the results of profitable contracts 


Reyrolle Parsons 


are not brought to account urti the sets are substantially 
completed. The total value of all group contracts on hand is 
about {200 million and their cutcome involves the forward 
assessment of costs as far ahead es 1977. 


Providing for losses 


In changed circumstances the directors have decided to provide 
for all losses to completion of contracts on hand at the balance 
sheet date so far as losses can De estimated. This change is 
reflected in the 1971 accounts. As a result the group trading loss 
of -£3,548,000 is £4,112,000 worse than it would have been on 
the previous basis. Adjustments to the opening value of work 
in progress involve a charge of {4,490,000 included in extra- 
ordinary items. The taxation relief available is £1,320,000, so 
that the net effect on the group loss for the year is £7,282,000. 
There is no change in the basis of bringing profitable contracts 
to account. The auditors in their report draw attention to Note 2 
to the accounts referring to the difficulties of forecasting the 
outcome of long-term contracts. 

The major question, of course, is whether this drastic ac- 
counting for future losses will improve the group’s situation. 
There must be room for doubt about that. Reyrolle ‘could 
pick up’, Bruce Peebles ‘should continue to improve’, overseas 
prospects ‘remain good’, but 1972 results will again be domi- 
nated by the Parsons’ turbine generator activities. 

Since the middle of last December, Parsons have had to 
negotiate redundancies with the unions and not surprisingly 
‘some of the staff have been unco-operative and working 
disruptively. The group is more dependent than ever on 
success and profitability in the export market, and costs and 
workforce must be reduced in line with the forward load. 


Inadequate return 


The home market is not within the company’s power to control. 
There is only marginal restoration of the massive cuts in power 
station development programmes. The power generating plant 
industry has been waiting for more than a year for the Winter 
Committee to clarify the country’s nuclear power policy, and 
Mr Judge comments: ‘the fact that there has been indecision 
reparding policy is serious for the manufacturing industry 
which is required to retain design capability’. 

Reyrolle Parsons has already played a leading part in the 
rationalization of the British heavy electrical engineering 
industry and its concentration into a few groupings for each 
product. There has so far been inadequate financial return on 
the substantial cost involved in this rationalization. Mr Judge, 
in welcoming the new Industrial Development Board, com- 
ments that if assistance is to come from that quarter it must be 
based on assurances of full co-operation between the company 
and all employees and a readiness to accept actions taken to 
preserve the maximum total employment consistent with the 
need to satisfy customers’ requirements. 

The slump in home demand for heayy electrical products is 
proving longer and deeper than anyone expected. Naturally, 
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the firm intention of the Reyrolle Parsons’ board is ‘to bring the 
group through this difficult period and back to profitability’, 
but in Mr Judge’s report there is no forecast time-table of 
achievement to match that statement of intent. 





Computer Probiems 
DVANCE LINEN SERVICES - the principal subsidiary 


of Advance Laundries, the “Towelmaster’ concern — is 
having continuing trouble with its computerization of sales 
accounting procedures. Mr W. M. Dravers, the chairman, tells 
shareholders that the problem has existed for a year and was 
allowed for last October when the board forecast 1971 profits 
at £1,550,000 pre-tax. 
But Mr Dravers admits that he ‘wrongly anticipated more 
rapid progress in resolving the difficulties than was in fact 
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REPORT OF THE AUDITORS 


To the members of Reyrolle Parsons Limited 


The Directors have referred in Note 2 to the difficulties of forecasting the outcome of 
certain long term contracts and therefore of estimating the losses to be provided. Subjece 
to the outcome of these contracts in our opinion the annexed accounts and notes give a 
true and fair view of the state of affairs at 31st December 1971 and of the loss for the year 
ended on that date of the Company and of the Group consisting of the Company and its 


subsidiaries and comply with the Companies Acts 1948 and 1967. 


PRICE WATERHOUSE & CO. 
Chartered Accountants 


Newcastle upon Tyne 


28th April 1972 


REYROLLE PARSONS LIMITED 
CONSOLIDATED PROFIT AND LOSS ACCOUNT 


for the year ended 31st December 1971 























achieved’. Many invoices had to be queried which has upset gë E 1970 
. 9 
not only the company but some of its customers, and Mr | Reference 
. p. eg 
Dravers puts on record his appreciation of customers’ ‘for- Er Oow 85,915,000 80,023,000 
bearance’, which suggests that the problems are not a small Se 
matter. 2 Group trading prafit/(loss) (3,548,000) 5,799,000 
` ` ' 3 Share of trading results o 
And that is confirmed by the fact that the chairman attributes associaced companiae 266,000 335,000 
to the computer troubles an increase of some {590,000 in | 5 Other income 77,000 158,000 
debtors at {2°81 million and of some £375,500 in bank over- SEENEN 
Ç ; c : (3,205,000) 6,292,000 
drafts. In short’, he says, ‘the computer operation has tem- É" ET (692000) — (2715000) 
porarily added heavily to Advance Linen Services’ costs. We See 
are not yet out of trouble but good progress is being made’. Group profit/(loss) before taxation (5,897,000) 4,177,000 
That means, however, that the trouble has extended well into | 7 Taxation SEH | E 
the current financial year. P DEE (5,093,000) DEES 
rou ravit/(oss) aiter taxation ' ` ' ` 
Partly because of the computer troubles, pre-tax profits were Minarity interests 000 (176,000) 
under forecast at £1,497,753. Another contributory factor was — 
the effect of rising unemployment on the company’s com- (5,084,000) 2,274,000 
rising prey: Pe or 8 Extraordinary teams (3,176,000) (196,000) 
mercial operations. There were more Towelmaster machines in 
operation than ever, but the number of towel rolls being pro- Profit/(loss) attributable to Reyrolle Parsons or SE 
cessed each week fell. Garment hire was also affected by a Brae Eet Ge 
d 1 : i 7% cumulative preference stock (7,000) (7,000) 
reduction in the number of customers’ employees. 4% cumulative redeemable preference stock (58,000) (58,000) 
RE 0.00 
nterim o mie , 
Pieasurama Final of 1% (78%) (134,000) — (f,000.000) 
. 3 . ENNEN KEE 
IME overtook the note on Pleasurama in last week's issue | 14  Increasel(decrease) in Reserves (8,459,000) 213,000 
in which it was stated that Mr Leslie Harris was querying ge . 
the company’s performance. Having received satisfactory Reyrolle Parsons Led. Ee (246,000) 
: : d : ubsidiary Companies ' ' 
explanations to his points from the Pleasurama directors, Mr eer (131,000) 189000 
Harris now rests content that the company is in good hands. Bee ees 
The meeting on this issue’s date of May 25th may still be (8,459,000) 213,000 
lively, but it should also be cordial. Gemen Se 
CONSOLIDATED BALANCE SHEET BALANCE SHEET OF PARENT COMPANY 
31st December 1971 31st December 1971 
1971 1970 1971 1970 
Note £ £ SE £ £ 
R Reference 
PATE i ASSETS NET ASSETS 
9 Fixed assets 28,275,000 27,421,000 9 Fixed assets dE 20,362,000 20,131,000 
11 Long term debtors and investments 8,951,000 e h investments son Drs rie eeh EE 
t eotors and Investmen ` ` ` ` 
E TEE EE 1 let eat seer 10,580,000 18,294,000 
oe, eee 52,622,000 62,166,000 
CAPITAL EMPLOYED 
13 Share capital 14,900,000 14,898,000 CAPITAL EMPLOYED 
44 Reserves and undistributed profits 20,651,000 29,357,000 43 Share capital 14,900,000 14,898,000 
15 Investment grants 2,979,000 3,339,000 14 Reserves and undistributed profits 19,845,000 27,837,000 
t6 Long term loans 16,540,000 16,449,000 45 Investment grants 2,527,009 2,201,000 
Other long term liabilities 733,000 1,326,000 16 Long term loans `, 14,728,000 14,728,000 
Deferred taxation — 974,000 Other lang term liabilities 2,000 1,054,000 
Minority interests 1,076,000 460,000 Deferred taxation — 748,000 
56,879,000 66,803,000 52,622,000 62,166,000 
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City Notes 


HE ‘sell in May and go away’ debate has been running 

against the sellers lately with the stock-market in FT Index 
terms reaching a new peak. There is something almost ferocious 
in the views of the economic optimists that makes doubt seem 
impertinent. 

The Charterhouse Group, for example, asserts vigorously 
that the United Kingdom is due in the next three years to 
experience its strongest ever phase of growth. A 6 per cent 
growth rate is forecast for the next twelve months against the 
Chancellor’s anticipated 5 per cent. 

It is admitted that such a rate of rise will lead to a rapid 
increase in imports, a deterioration in the balance of payments, 
and a ‘small’ devaluation of sterling, but there is nothing 
apparently to worry about on that score. 

Industrial company earnings, Charterhouse considers, will 
rise 22 per cent this year and another 15 per cent on top of 
that in 1973. Naturally, the rise in the equity markets will 
carry on this year and extend into next. 

Realists may say that the economists have now been fore- 
casting economic recovery for 18 months and are still in the 
situation of forecasting recovery rather than reporting its 
arrival. For all the optimism of the economists, it is difficult 
to find industrialists outside the consumer goods industry 
prepared to forecast imminent growth in demand. 


* * 3⁄ Ka 


HE economics of providing portfolio management become 
tighter for the City as office rents and management salaries 
soar. The result is that the point at which a portfolio becomes 
in itself a viable management proposition is rising even quicker 
than rents. Keyser Ullman Financial Services, it may be noted, 
is applying the unit-trust style of management to private funds 
of up to £200,000. 
A new trust called Key Private Investment Fund has been 


formed with a limited size of £5 million. New tax structures 
allow more flexible management of the fund permitting almost 
tax free income to be taken out while leaving capital deployed 
for growth. 

The intention is to manage the fund actively and not merely 
set it up and let it look after itself. Minimum personal par- 
ticipation is {10,000 and maximum £200,000. Investors in the 
fund will be kept closely in touch with what goes on. 


* * * * 


OTH in the City and outside there is keen interest in the 

evolution of that animal that has already been dubbed 
‘Sir Leslie O’Brien’s Watchdog’. The Governor of the Bank of 
England has seemed to want to fill the place in the kennel left 
by the demise of the Industrial Reorganization Corporation but 
also to breed some new kind of establishment-institutional- 
financial dog that would not be so fierce as IRC and certainly 
not so political an animal. A working party is to ‘examine and 
report upon a possible structure and method of operation of a 
central organization through which institutional investors in 
collaboration with those concerned would stimulate action to 
improve efficiency in industrial and commercial companies 
where this is judged necessary’. ‘The result should be interesting. 


Ka * * Kä 


ANKING domination of the unit trust industry is now 

virtually complete with Dawnay Day taking 100 per cent 
control of the Target Management Group and incidentally 
buying part of that control from another merchant bank, 
Guinness Mahon. And yet it is not so many years ago since the 
banks — both clearing and merchant — used to look down in 
lofty scorn at the unit trust industry as being something beneath 
their dignity. Times change, and money makes times change 
quicker than most other things. 


RATES AND PRICES 


Closing prices, Tuesday, May 23rd, 1972 


Bank Rate 
Nov. 18, 1967... -» 8% Mar. 5,1970 «+. ++ 74% 
Mar. 21,1968 .. Déb April 15,1970 .. .. 7% 
Sept. 19, 1968 .. .. 7% April 1, 1971 = ve 0% 
Feb. 27, 1969 E wn, ioe Sept. 2, 1971 d -+ 5% 
Treasury Bills 
Mar. 17 +» £4°3493% April 21 £42800% 
Mar. 24 .. L43285% April 28 £42686 % 
Mar. 30 .. £4°3142% May 5 L42516% 
April 7 -» £4°3305% May 12 .. £4°2581% 
April 14 - £43038% — May 19 - £42708% 
Money Rates 
Day to day .. A -42% Bank Bills 
7 days y 42-42% 2 months 43-42% 
Fine Trade Bills 3 months 48-44% 
3 months .. 5%-54% 4 months 43-42% 
4 months .. 554% 6 months 48-45% 
6 months .. 53 -5 5% 


Three Months’ Rates 


Local authority deposits 4% —41 
Local authority bonds 4% —41 
Sterling deposit certificates 4% -4 
Euro-sterling deposits 54 —5š 
Euro-dollar deposits .. 4% -54 


Finance House Base Rate - May Ist, 1972. 5% 
Retail Price Index (16.1.62 =100) 160°3 (from 159°8 15.3.72) 


Tax Reserve Certificates (3.1.72) Personal 34% 
(Company certificates no longer on offer.) 


Foreign Exchanges 
New York 2°6127 Frankfurt 8°3050 
Montreal .. 2°5820 Milan 1519°75 
Amsterdam 8:3875 Oslo 17°1325 
Brussels 114°87 Paris 13°0837 
Copenhagen 18-1900 Zürich 10°0825 
Gilt-edged 

Consols 4% wë ve 43% Savings 3% 65-75 .. 93} 
Consols 2$% D .. 274 Treasury 9% 1994 -- 991 
Conversion 34% .. 381 Treasury 84% 87-90 95 
Conversion 54% 1974 .. 100% Treasury 64% 1976 1003 
Funding 34% 99-04 .. 471 Treasury 3$% 77-80 81 
Funding 4% 60-90 zt: OS Treasury 34% 79-81 80} 
Funding 54% 78-80 88? Treasury 5% 86-89 .. 72 
Funding 54% 82-84 871 Treasury 54% o8-12 .. 64} 
Funding 5% 87-91 -- 77 Treasury 24% --. ve 2939 
Funding 6% 1993 .. 764 Victory 4% .. ve Ose 
Funding 64% 85-87 .. 86} War Loan 34% HEEL > 
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May 25th, 1972 


The State of the Institute 


Vice-President’s Address at London Society’s AGM 


; P Institute of Chartered Accountants in England and Wales is extremely 
fortunate in the quality of its student body. Speaking at last Thursday’s annual 
meeting of members of the London and District Society of Chartered Accountants, 
the Vice-President of the Institute, Mr E. K. Wright, M.A., F.c.A., said: 

‘Our students are led by an admirable team of young men and women in ACASS. 
They are tough negotiators, but intelligent and courteous, and we must listen to them. 
At a time when there is increasing discontent between students and their masters or 
principals in other quarters, our relations with our articled clerks shine like a good 


deed in a naughty world.’ 


A difficult period 


From the time of its annual meeting on 
May 22nd, 1968, the Institute, Mr Wright 
recalled, had experienced three and a half 
very difficult years; nearly everything that 
could go wrong had gone wrong. The 
credibility of the profession, and of the 
Institute in particular, had been seriously 
called in question as a result of several 
financial scandals; some members, in 
tune with the spirit of the times, had been 
highly critical of the leadership, and sub- 
scription increases recommended by the 
Council had been refused. The resulting 
deficit of some £425,000 had absorbed 
nearly half of the Institute’s liquid 
reserves that had been built up since 
1880. 

The integration scheme, rejected by 
members of the Institute in 1970, had 
been the fruit of many hours of careful 
debate over several years by the leaders 
of all the professional bodies concerned, 
who had believed it to be the best pos- 
sible blueprint for the future of the pro- 
fession. Members of the Institute had, 
however, decided otherwise. 

Without attempting to apportion blame 
for what is now a matter of history, Mr 
Wright told his audience that the hall- 
mark of a sound professional body was 
a healthy concern for the maintenance of 
the craft, no less than for the interests of 
its members; we should perhaps, he 
said, think more about accountancy and 
not quite so much about accountants. 

The outlook for the Institute was now 
much brighter. In particular, the patient 
work of Sir Ronald Leach and the 
Accounting Standards Steering Com- 
mittee was bearing ruit in terms of 
enhanced prestige and acceptance of 





British accounting standards, not only in 
the United Kingdom but also abroad. 
At the outset, it would be remembered, 
certain sections of the press had given 
considerable publicity — often in emotive 
language — to ICI’s rejection of SSAP 1 
Accounting for the results of associated 
companies; but, quietly and without fuss, 
the accounts now in the hands of share- 
holders showed that the recommended 


standard had been adopted. 


Chartered Accountants’ Hall 


Improvements now realized in the Insti- 
tute’s finances had enabled it to proceed 
with arrangements for funding of the 
development loan on the new Hall. Mr 
Wright was sceptical of criticisms which 
had been heard in some quarters, of the 
Hall as a needless extravagance or a 
‘prestige’ white elephant of no value to 
the majority of members. In what he 
described as ‘a rather shabby world’, the 
Institute had created a building which 
was widely admired and of which forth- 
coming generations of members could 
rightly be proud. The premises were 
being widely used, and when allowance 
had been made for the renting of the 
two upper floors, the cost of the Hall to 
members compared very favourably with 
rents currently being charged in other 
parts of the City. 

Mr Wright then turned to the place of 
the industrial member within the Insti- 
tute; there were few things which made 
him sadder, he said, then to hear indus- 
trial accountants describe themselves 
as ‘having left the profession’. ‘There 
was no foundation, and certainly no need 
for this form of self-excommunication; 
members of the Institute in industry 
should rid themselves of the historical 





thought that the Institute was ‘prac- 
titioner orientated’. There had been no 
attempt to ‘corner’ its resources for the 
benefit of one class of members to the 
detriment of others, and he was anxious 
to see industrial members participate 


more fully in Institute affairs and 
willingly accept their share of responsi- 
bility for its well-being. 

We were living, said Mr Wright, ‘in a 
very divisive age’, and it must be recog- 
nized that there were difficulties in the 
way of the industrial member which were 
not shared by his practising colleagues. 
The member in industry, for example, 
was confronted with a divided loyalty to 
his employers and to the Institute, and in 
many companies was not free to devote 
any significant part of his working time to 
professional affairs, even in the interests 
of his own continuing education. Mem- 
bers who moved into industry, especially 
those doing so immediately after qualify- 
ing, usually felt that they were entering 
a new sphere of activity, and company 
managements in general were often 
unsympathetic towards participation in 
projects not directly and obviously re- 
lated to their own technology. 

In an Institute of over 50,000 members 
whose activities were very diverse, it was 
inevitable that what was meat and drink 
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to one man or to one section of the 
membership, would have very little 
apparent relevance to another. Mr Wright 
called on members not to be too hasty in 
condemning ventures outside their own 
concern but which might be of interest 
to others, and in which it was proper 
for the Institute and the profession to 
participate. He instanced the very con- 
siderable amount of Council and secre- 
tariat time now being devoted to 
preparation for entry to the European 
Economic Community, and the statement 
on Audits of Building Societies [The 
Accountant, October 22nd, 1970], al- 
though only a minority of firms were 
directly involved in such audits. 

It had been encouraging, he said, to 
note that more than half the members 
who attended the 1971 Cambridge 
Summer Conference on ‘Inflation’ [The 
Accountant, September 16th, 1971], had 
been drawn from industry and commerce. 
Many matters concerned with the pre- 
paration of accounts — inflation, account- 
ing standards, and so on — were every bit 
as much the concern of the industrial as 
of the practising accountant. No one 
should underestimate the power of the 
enlightened individual to get things done, 
and in the last analysis it was with those 
who had the ability, energy, and deter- 
mination to get things done that the real 
power remained. 


Future of the Institute 


Speaking of the report of the Special 
Committee on Future Development [The 
Accountant, February 24th], Mr Wright 
drew particular attention to the proposals 
for direct election of Council members 
from district constituencies; this, he 
said, would place a very heavy responsi- 
bility on the electorate if the quality 
of the Council was to be maintained. 
Amongst potential dangers, he mentioned 
the existence of ‘support cells’ for those 
whose names were better known, a 
possible temptation for members to 
‘gang up’ against the bigger firms, and 
the emergence of demagogues. 

If the procedure for elections to 
Council was to be changed, said Mr 
Wright, consideration should also be 
given to the revision of clause 16 of the 
Supplemental Royal Charter of 1948, 
which in its present form subjected the 
Council’s exercise of its powers to the 
control of members in general meeting; 
this facility for members to ‘instruct’ the 
Council to follow a particular course had, 
in fact, been used at the 1968 annual 
meeting, with embarrassing results. This 
amounted to ‘government by referendum’. 
The Council was a democratically 
elected body, and should be free to do its 
job; if members were dissatisfied with 
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their representatives, their remedy was to 
throw them out. It would be quite im- 
possible for any board of directors to 
function under the restraints at present 
laid upon the Council by this clause. 

Another area in which changes might 
be necessary would be to seek increased 
powers for the Council to police the 
training of articled clerks; the present 
limited powers were not in all respects 
adequate to prevent possible abuses and, 
whilst the situation in perhaps go per cent 
of practising offices was at least satis- 
factory, there remained something of a 
‘submerged tenth’ where conditions were 
a cause of anxiety both to student repre- 
sentatives and to the Institute. 


Postgraduate ‘training 


The basic qualification of a chartered 
accountant should be regarded as the 
beginning, rather than the end of the 
educational process. It, was necessary 
for members to keep their professional 
skills highly polished in the interests of 
their clients, the general public and them- 
selves. 

Alluding to the creation of specific 
post-qualification specialist diplomas, the 
Vice-President declared himself ‘dead 
against any form of gong collection’. 
There was no need, for instance, to have 
specific awards in each possible field of 
professional activity. The distinction of 
fellowship was already provided for, and 
he would prefer to see it re-established 
as a mark of achievement rather than as 
an automatic device for increasing sub- 
scriptions after so many years’ member- 
ship. 

Finally, Mr Wright spoke of the 
relationship between the Institute head- 
quarters and district societies. The pre- 
sent membership of over 50,000 was too 
large for satisfactory direct contact to be 
maintained between headquarters and 
the individual member. 

It was the function of headquarters to 
provide the framework of professional 
organization; to regulate entry by selec- 
tion and training, to improve and enforce 
professional standards, to advise and 
consult with other public bodies on 
matters of national importance, to main- 
tain standards of professional ethics and 
so on. District societies were charged 
with the responsibility, at local levels, of 
keeping the blood flowing within this 
framework. 

District societies, he said, should 
develop their own contacts with the busi- 
ness community, with the press, with 
kindred professional societies, and with 
the schools from which recruits to the 
profession were drawn. They should seek 
to provide the flow of ideas, criticism, and 
even encouragement to break down the 
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‘we and they’ attitude which had be- 
devilled so many monolithic bodies; an 
unbridged gulf between individual 
members and their governing body was a 
certain cause of friction and indifference. 


ANNUAL GENERAL MEETING 


Prior to Mr Wright’s address, the formal 
business of the Society’s annual general 
meeting had been transacted, with the 
Chairman, Mr K. G. Bishop, F.c.a., 
presiding. Moving the adoption of the 
report and accounts for 1971-72 [The 
Accountant, April 27th], Mr Bishop also 
referred to relationships between in- 
dustrial and practising members; it was 
important, he said, for both groups to 
co-operate with one another for the 
advancement of their common profession. 
He also announced the establishment of a 
four-man working party under the chair- 
manship of Mr B. E. Basden, M.A., 
F.C.A., to examine the future of the Society 


| 
| 
x 





Mr K. G. Bishop 


and to report, he hoped, by the end of the 
year. 

The election of members to serve on the 
committee of the Society was announced 
as follows: 


Members in practice (four vacancies): 
Mr B. E. Basden, M.A., F.C.A. 
Mr Halmer Hudson, F.c.A. 
Mr E. E. Ray, B.COM., F.C.A. 
Mr G. H. Vieler, F.c.A. 


Employed in the service of a practising 
accountant (one vacancy): 
Mr B: D Price, ACA. 


Not in either of the foregoing categories 
(two vacancies): 
No election was necessary in this cate- 
gory, Messrs J. Jeffrey-Cook, F.c.A. and 
F. D. Banks, F.C.A., being returned 
unopposed. 


Messrs Sydenham, Snowden, 
Nicholson & Co were reappointed as 
auditors of the Society for the ensuing 
year. 

A vote of thanks to the Chairman was 
carried by acclamation. 
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Concerted Effort to Improve Status, 


Training and Professionalism 


London Students’ Annual Report 


N their annual report and accounts for 

1971 to be presented at the 8gth 
annual general meeting on June 6th, 
the committee of The Chartered Ac- 
countant Students’ Society of London 
record an extremely active year during a 
period of change within the profession. 


Chairman’s report 


In the course of his report, Kevin 
Lennon, Chairman of the Committee, 
states: 


‘The important thing is this: to be able at 
any moment to sacrifice what we are for 
what we could become". ‘These words of 
the late French critic, Charles Du Bos, 
best sum up the attitude of your Com- 
mittee over the last year. 

‘In the time available, no stone has re- 
mained unturned in our concerted efforts 
to improve the status, training and profes- 
sionalism of our members. 

‘It has been an extremely busy year for 
your Committee, with some highly 
ambitious plans coming to fruition — a 
greatly increased programme of courses 
and lectures has been launched; a com- 
prehensive survey of education within the 
profession was completed; our 10,000 
membership records were successfully 
computerized; {1,250 was spent on the 
library; the Young Professionals Club was 
opened in the West End; and your 
Committee’s stand against afhliation with 
a trade union was endorsed by the rest 
of the country in March. 

‘We are in a period of unprecedented 
change within the profession, with no 
holds barred in the search for solutions to 
our many problems. Your Committee 
have been active in promoting the 
interests of members through ACASS and 
through the London and District Society 
of Chartered Accountants (LDS). 

‘The higher authorities are keenly 
interested in our constructive proposals: 
this is a great boost to your Committee’s 
morale as well as a tacit rejection of the 
traditional attitude that until a student is 
qualified he should not have a voice in 
professional planning. 

‘During the year, ACASS has been 
more active than eves in pressing for 
improvements in training conditions for 


students, in particular, a proposal to 
lengthen the probationary period in 
articles from 6 to 12 months which is 
now being seriously considered by the 
Institute. Further concessions to students 
include the introduction of a referral 
system in the Part II final from September 
this year, and the publication of the 
“training record” which ACASS hopes 
will shortly be universally accepted. 

‘It is important for members to realize 
that your Committee promote members’ 
interests at all times: that your Committee 
are not happy with or complacent about 
the training that many of our members 
are receiving — what is more, that we are 
doing something about it, and that our 
independence unequivocally to state your 
case in the light of the future of the 
profession is our most cherished pre- 
rogative. 


Course policy 


“The policy of your Committee on courses 
took on a new look after a meeting which 
was held in October between the 
Committee, staff partners, training man- 
agers, educationalists, and representatives 
of The Association of Chartered Ac- 
countant Students’ Societies (ACASS), 
and of the LDS. The main points arising 
from this meeting were that courses 
should be “streamed” to suit broadly 
the three categories of students as de- 
lineated by examinations; that course 
topics should not be examination 
orientated; and that there should be a 
realistic fee which would include a 
margin to recover part of our adminis- 
trative expenses on course organization. 
‘In spite of all these efforts, the 
response to our courses has been dis- 
appointing, considering the high quality 
of the programme and the number of 
members in the Society. Is this a fault 
on our part, a failure of communication? 
I do not believe it is. I have the im- 
pression that in many firms there is no 
great surge of enthusiasm for articled 
clerks to attend courses of any nature; 
that in the changing pattern of the clerk’s 
work and conditions, he is not encouraged 
to take a break and attend a lecture. It is 
true there are many firms where 


sophisticated training programmes and 
organized examination preparation com- 
bined with a reasonable salary are the 
accepted norm. However, there are also 
many of our members whose talents are 
underdeveloped through lack of oppor- 
tunity — whose commitment to profes- 
sionalism is blunted by the need to spend 
long hours preparing for examinations by 
time-consuming home study programmes 
and whose remuneration bears little 
resemblance to a living wage. This 
inequality is not a myth; it is being 
tackled as a matter of priority by your 
committee. 

‘Is it that the day when articled clerks 
were super profits earners is over (or did 
it ever exist?) and that firms are now 
ensuring that the maximum mileage is 
obtained from their clerks? 

‘The answer is unimportant. The 
malaise that exists hits your Society, but 
the real damage is to the fabric of the 
profession. If the investment in our pro- 
fession — which has always been difficult 
to quantify let alone to justify — is to 
relapse to the statutory study leave 
allocation, then let the Institute beware 
and answer the question — is this enough 
to maintain the pre-eminence of our 
profession in the year 2000? 


Education and training 


‘It is indisputably the task of your 
committee to play as active a role as is 
appropriate for a professional society 
in ensuring that educational and training 
standards of our present and future 
members are continually being improved. 
At a time when the pre-eminence of the 
Institute is being aggressively challenged 
by other accountancy bodies, this Society 
cannot stand by and see the possible 
erosion of the Institutes members’ 
future potential by training standards for 
which “uniformity” is still a dirty word 
and where luck — rather than intention — 
often decides the quality and mix of 
experience obtained. 

‘In spite of the above pessimism, 
advances are being made. ‘The Council of 
the Institute and the Secretariat are not 
neglecting their duty; far from it. Theirs 
is a difficult task where the needs of 
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Knowing all the legal angles is not the only sort of angling 

our Law Secretary, Bill Woodburn, is expert at. He’s also 

a dab hand at fly fishing. It typifies the fine judgment he 

needs to handle the complex legal problems of trusts, 

pension schemes, estate duty and the many other subjects 

he deals with daily. He may not be able to put you in 

touch with a good trout just now. But he’ll give 

ur com leat an ler you all the angles on law relating to life assur- 
ance. And that’s a service a growing band of 


brokers are very grateful for. 


Scottish Provident 


helps you look ahead with assurance INSTITUTION 
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ONE DAY SEMINARS 


will be held by 


VAT PLANNING & PUBLICATIONS LTD 


One of the few companies which fully understands 


the complexities of VAT legislation 


in co-operation with 
INTERNATIONAL COMPUTERS LTD 


14th JUNE BIRMINGHAM 

21st JUNE MANCHESTER 

28th JUNE EDINBURGH 
5th JULY BRADFORD 
19th JULY BRISTOL 


SPEAKERS WILL INCLUDE 


H. H. MAINPRICE LLB 


Until 7th April 1972 Senior Legal 
Assistant in the Customs and 
Excise. Worked on the preparation 
of the VAT Bill, particularly on the 
liability aspect. Also the author of 
“‘VAT-a concise guide.’ 


L. J. BOULTER OBE 


lately Principal Inspector with the 
Customs & Excise and presently 
VAT consultant to the Wine and 
Spirit Association of Great Britain. 


D.J.WILLSON CBE.TD 


Until October 3lst 1971, Solicitor 
(Chief Legal Adviser) tothe Board of 
Customs and Excise. Was respons- 
ible for the overall supervision of 
the preparation of instructions for 
the drafting of the VAT Bill. 


R.A. PLUMMER FCA. FTII 


of Slater, Walker Securities Ltd., 
Head of the Tax Department for 
the Slater Walker Group. Director, 
Slater, Walker Consultants (CI) Ltd. 


AND A SENIOR ICL REPRESENTATIVE 


COST INCLUDING COFFEE, COCKTAILS, LUNCH, TEA 


& DOCUMENTATION £30 


VAT PLANNING & PUBLICATIONS LTD 
CRUSADER HOUSE, 14 PALL MALL, LONDON S.W.1 





NAME . 
POSITION 
COMPANY 
A 255 
ADDRESS = 
Please reserve for this companyxX,......... places forthe VAT Seminar at 
s i BIRMINGHAM 
Ienclose remittance Please delete MANCEHESTHR 
ts u. — A where not EDINBURGH 
applicable BRADFORD 
°@ £30 per delegate BRISTOL 
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future members must be reconciled with 
the general organizational structure of its 
practising members; where the art of the 
possible is a combination of loyalties and 
pragmatism. The Council deserve sup- 
port for their proposals on the training 
and education of articled clerks to be 
voted on in September but this Society 
will continue to strive for further reforms. 


ACASS 


‘I know of no organization in the account- 
ancy profession which has so successfully 
combined efficiency and dynamism on a 
democratic basis as The Association of 
Chartered Accountant Students’ Societies 
has done and is doing. With delegates 
from 30 major population centres in 
England and Wales, its council meets only 
twice a year, each meeting covering two 
days and one night. The officers (three) 
and executive (twelve) meet monthly to 
consider progress, plan future action and 
arrange meetings. 

‘With the knowledge that their policies 
have the full support of the members, the 
executive wastes no time compromising 
between the ideal and the practical but, 
rather, concentrates on the strategy and 
presentation of its ideas at the regular 
student liaison meetings with senior 
members of the Institute Council. At 
these meetings student problems are 
given a sympathetic hearing. However, 
until representation is granted at the 
decision-making level of the Institute, the 
ACASS executive must remain in a 
state of agitated but suspended adulthood 
waiting with increasing impatience for the 
long overdue green light.’ 


PORTSMOUTH’S PLANS 


ENCOURAGED during the last two months 
by their success in the majority of the 
six football matches they have played, 
Portsmouth CASS are in process of 
joining a local league. 

Now the cricket season is in full swing 
and the Society, although admitting it 
does not yet possess a strong team, has 
dared to express the hope of winning its 
next match. 

Sport apart, the Society is renewing 
efforts for closer relations with South- 
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ampton CASS. On May 11th, a meeting 
with the Southampton Committee was 
held when a thorough discussion of 
individual lecture and social programmes 
took place. As a result of this meeting, it 
is now hoped to finalize individual 
programmes and then to issue a joint 
programme. This will contain details of 
proposed courses and it is hoped that a 
comprehensive series of lectures can be 
arranged. ‘There is a lot of goodwill on 
both sides and it is hoped that this will 
lead to a close and harmonious relation- 
ship between the two societies. 


SOUTHAMPTON’S 
NEW PRESIDENT 


Mr B. RL GILL, A.c.A., a partner in 
Woolley & Waldron, of Southampton, is 
the new President of the Southampton 
CASS. He succeeds 
Mr Colin Eades, 
F.C.A., who has been 
President for the last 
Six Years. 

Articled to Mr R. 
Bentley, F.C.A., a 
partner in Woolley 
& Waldron, Mr Gill 
was admitted to 
membership of the 
Institute in 1965. In 1968 he spent a 
year in London with the firm’s associates, 
then Barton Mayhew, and returned to 
Southampton in 1969 when he became a 
partner in his present firm. Mr Gill 
specializes in management information, 
computer auditing, and systems develop- 
ment. 

He has been a member of the Society 
ever since he was in articles and last year 
was Vice-President. A keen believer that 
all students should participate fully in 
education lectures as well as keeping 
up to date with relevant issues in the 
sphere of education, Mr Gill tells 
‘Roundabout’ that he favours not only 
the nine-month course but also some 
full-time courses, such as a two-year 
course for those in articles. 

He is opposed to the flourishing 
private sector’s intensive courses. ‘Stu- 
dents’, he says, ‘tend to rely far too much 
on these to pass their exams without 








Praise indeed! 


Sweet music to the ears from the Vice-President of the Institute, Mr E. K. 
Wright, M.A., F.C.A., speaking at the annual meeting of the London and District 
Society of Chartered Accountants, reported elsewhere in this issue; he said: 
‘Our students are led by an admirable team of young men and women in ACASS. 
They are tough negotiators, but intelligent and courteous, and we must listen 
to them. At a time when there is increasing discontent between students and 
their masters or principals in other quarters, our relations with our articled 
clerks shine like a good deed in a naughty world.’ 
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means for any form of additional study 
during the course of their articles and 
this cannot produce a good accountant’. 
With a President having such an interest 
in education, the Society’s new pro- 
gramme of lecture meetings and residen- 
tial courses is assured of support from 
the top. 

Among other officers elected for the 
ensuing year are: 


Vice-President: A. Sell, A.C.A. 

Chairman: R. Priestly. 

Vice-Chairman: B. Clark. 

Secretary: Miss Jackie Sayer, c/o Whittaker, 
Bailey & Co, 3 Portland Street, Southamp- 
ton. Telephone 26231. 

Assistant Secretary: C. Weir. 

Treasurer: P. Archer. 


Room for Improvement 
Membership of the Society numbered 
215 at December 31st, according to the 
annual report. This compares with a 
figure of 188 in 1970. 

The Society is following the pattern 
established by many other societies in 
replacing evening lecture meetings with 
afternoon and all-day ones. While this 
has brought about an improved 17 per 
cent attendance compared with 13 per 
cent in 1970, there is, judged against 
the total membership, still considerable 
room for improvement. It is hoped that 
there will be a particularly good response 
to the proposed residential course at 
Southampton University. 


SHEFFIELD’S DISCO 

As part of its policy of providing a 
varied social programme, with events at 
least every two months, the Sheffield 
CASS opens this year’s social calendar 
with a disco on Friday, June gth, at the 
Brincliffe Oaks Hotel, Nether Edge 
Road, Sheffield. 

Commencing at 8 p.m., and continuing 
until the early hours, those attending are 
guaranteed a bar extension until midnight 
— as well as a pea and pie supper! The 
limited number of tickets which remain 
can, with luck, be obtained either from 
Miss Coe, 22 Norfolk Row, Sheffield Sr 
2PA, or committee members. 


EXETER’S CAR 
TREASURE HUNT 


As announced under ‘Roundabout’ on 
May 11th, members of the Exeter CASS 
are reminded that there is still a little 
time left for entrants to be registered for 
the Society’s car treasure hunt (at only 
25p per car) on Friday, June gth. 

The event, which commences at 
7 p.m., starts and finishes at the Ley 
Arms, Kenn, near Exeter. Members 
who would like to test their skills in the 
hunt should contact immediately Miss M. 
Watts, c/o Bishops Fleming & Co, so 
The Terrace, Torquay. 
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Notes 


and 
Notices 


PROFESSIONAL NOTICES 


BALL, BAKER, DEED & Co (incorporating 
BOLTON, Pitt & BREDEN) and CARNABY 
HARROWER, BARHAM & PYKETT announce 
that the two firms will amalgamate on 
June Ist, 1972, under the name of BALL 
BAKER CARNABY Deep, Chartered Ac- 
countants. Until new premises are ob- 
tained the practice will be conducted 
from both present addresses, namely, 
55-61 Moorgate, London EC2R 6BR and 
28 Queen Street, London EC4R "BI. 


CraAM, WorsLeEy, ROBERTSON & 
TAYLOR, Chartered Accountants, an- 
nounce that they have assumed as a 
partner, with effect from May 1st, Mr 
DoucLas M. SMITH, C.A., who has for 
some years practised on his own account 
in Dundee. 


DELOITTE & Co and DELOITTE, 
Haskins & SELLS announce the admission 
to partnership in their Italian firm, 
DELOITTE, Haskins & SELLS, S.r.l., of 
Mr D. M. Coomss, M.A., A.C.A., who has 
served as a senior member of their staff 
in Milan. 


The practices of RONALD FOOTE & 
EDWARD PENN, of 60 Woodbridge Road, 
Guildford, Surrey, and P. G. RICKET 
& Co, of Rokeby, Littleworth Common 
Road, Esher, Surrey, have been merged 
as from May 8th, 1972, and will be 
carried on from the Guildford address 
under the name of FOOTE, PENN, RICKET 
& Co by Messrs EDWARD PENN, F.C.A. 
and PETER RICKET, F.c.A. Mr R. B. FOOTE, 
F.C.A., will act as consultant to the new 
practice. 
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Davip Gorpon & Co, Certified Ac- 
countants, announce that as from May 
22nd, 1972, their address is 31 Craven 
Street, London WC2. 

Kipsons, Chartered Accountants, an- 
nounce that Mr K. NORMAN, F.C.A., 
and Mr R. W. KNOX, A.C.A., who were 
on their staff, have become partners in 
London with effect from May Ist, 1972. 


APPOINTMENTS 


Mr A. G. Andrews, F.C.A., deputy 
managing director of Ofrex Group Ltd, 
has been appointed managing director. 

Mr H. P. N: Benson, M.C., Z.C.A., 
has joined the board of Rolls-Royce 
Motors as a non-executive director. 

Mr Anthony P. Davies, M.SC., A.C.C.A., 
DIP.B.S., has joined Reed Executive 
(Selection) Ltd in their London office 
as a senior consultant. For the past 
three years he has been a management 
auditor with the Philips Group. 


Mr P. R. Garner, A.C.A., has been 
appointed computer audit manager of 
the Hong Kong and Shanghai Banking 


Corporation. 





Mr P. R. Garner 


Mr D. Stoddard 


Mr Derek Stoddard, A.C.A., has been 
appointed financial director and secre- 
tary of Spear & Jackson, the industrial 
tools subsidiary of Spear & Jackson 
International. 


Mr U. H. Salmon, LL.B., ACCA, 
has been appointed Deputy Chairman 
of the Jamaica Electricity Authority, and 
managing director of the Jamaica Public 
Service Co Ltd. He is currently a 
partner in Touche, Ross, ‘Thorburn & 
Co, and will assume his new duties on 
July Ist. 


Mr E. C. Thorburn, F.c.c.A., senior 
partner in Touche, Ross, ‘Thorburn & 
Co, has been appointed a member of the 
Public Utilities Commission of Jamaica. 
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ACCOUNTING FOR 
ASSOCIATED COMPANIES 


An important new series of courses on 
the interpretation and application of 
definitive accounting standards has been 
arranged by The Institute of Chartered 
Accountants in England and Wales. The 
associated companies standard is now in 
force and applies to accounting periods 
commencing on or after January Ist, 
1971, and a one-day course on ‘Ac- 
counting for the results of associated 
companies’ will be held at Chartered 
Accountants’ Hall, London, on Thursday, 
July 6th. It will be directed by Mr A. W. 
G. Earle, F.c.a., of Peat Marwick 
Mitchell & Co. 

The aim of the course is to acquaint 
members both from industry and prac- 
tice with the background, content and 
applicability of the standard, and to 
provide through discussion sessions some 
guidance and help in solving the prac- 
tical problems with which members are 
confronted. 

The course will include lectures on 
the general conception and interpretation 
of the standard, and auditing implications 
and special problems arising out of its 
application. Detailed illustrations will be 
given followed by a case study designed 
to enable the participants to apply in 
practice the topics covered during the 
course. 


DISCUSSION ON ED6 


Following the publication by ‘The 
Institute of Chartered Accountants in 
England and Wales of the exposure draft 
ED6 on stocks and work in progress, the 
London and District Society of Chartered 
Accountants is holding a special evening 
meeting at Chartered Accountants’ Hall 
on June 7th, starting at 5.45 p.m. 

Under the chairmanship of Mr Brian 
Jenkins, M.A., A.C.A., a partner in Cooper 
Brothers & Co, it is hoped that members 
will freely express their views on the 
exposure draft in a discussion led by Mr 
Peter Davis, A.c.A., of Price Waterhouse 
& Co. 

Fee for the meeting is {1, including 
beer and sandwiches, and although the 
fee may be paid in advance or at the 
door, members wishing to attend are 
requested to advise the conference 
secretary of their intentions so that 
numbers may be estimated. Communica- 
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tions should be addressed to the Con- 
ference Secretary, London and District 


Society of Chartered Accountants, 56 
Goswell Road, London EC1M 7AY. 


LIVERPOOL SOCIETY’S 
NEW PRESIDENT 


At a meeting of the committee of the 
Liverpool Society of Chartered Account- 
ants held on May 17th, Mr Geoftrey 
English, F.C.A., senior partner of Dolby, 
Summerskill & Co, Chartered Account- 
ants, was elected President for 1972-73. 
Mr English commenced his account- 
ancy career with a chartered accountant in 
Southport and after service in the RAF, 
he qualified and joined his present firm. 
He is a past hon. secretary of the 
Incorporated Accountants’ District 
Society of Liverpool, a past-President of 





the Liverpool Chartered Accountant Stu- 
dents’ Association, and a past hon. 
treasurer of the Liverpool Society of 
Chartered Accountants. 

Mr English’s hobbies include motoring 
and haute cuisine. 

Other officers elected were: 
Vice-President: Mr J. A. Colvin, F.c.A. 
Hon. Treasurer: Mr K. A. Allan, F.c.A. 


Hon. Secretary: Mr F. D. M. Lowry, F.C.A., 
5 Fenwick Street, Liverpool 2. 


LONDON 
CERTIFIED ACCOUNTANTS’ 
ANNUAL MEETING 


At the recent annual meeting of the 
Central London Society of Certified 
Accountants the President, Mr R. S. 
Waldron, F.C.A., F.C.C.A., commended the 
forward-looking plans of the Association 
in the field of training and recruitment. 
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‘These plans are competitive and rightly 
so’, hesaid,‘and must therefore provoke the 
other bodies of accountants to examine 
and strengthen their own plans. This 
must be for the ultimate good of the whole 
profession’. Confessing that he was not 
eager for one-sided mergers, he hoped 
that any discussions for future mergers 
would be on a basis of equality, with no 
less opportunity for practising members 
that at present. ‘Mutual interest and 
mutual respect are equally desirable’, he 
declared. 

Several members in practice suggested 
that they were worried that the trends 
were all in the other direction. To them 
Mr Waldron said that their best pro- 
tection was to lend their full support 
to the strengthening of the Association 
itself. 

The honorary secretary, Miss E. 
Thurston, F.C.A., F.c.c.A., and the hon- 
orary treasurer, Mr S. Wood, F.C.C.A., 
were re-elected, and a vote of thanks was 
recorded to the honorary auditor, Mr 
B. G< Copë; p.C.C.A. 

It was hoped to revive the liaison 
committee of the London District 
Societies of the Association in planning 
the 1972-73 activities. 


CONFERENCES IN THE 
MIDLANDS 


A half-day conference on value added tax 
is to be held by the Birmingham and 
West Midlands Society of Chartered 
Accountants in the Wallace Suite of the 
Strathallan Hotel, 225 Hagley Road, 
Birmingham, on June 13th, commencing 
at 2 p.m. The speaker will be Mr Bruce 
Sutherland, F.c.A., and members are 
advised to bring with them copies of the 
VAT White Paper (Cmnd 4929). 

Fee for the conference is {2°50 and 
applications to attend should be made to 
Mr A. C. S. Hordern, F.c.a., Fountain 
Court, Steelhouse Lane, Birmingham 4. 

There will be a whole-day conference 
on the Finance Act 1972 at the Edgbaston 
County Cricket Ground on September 
26th, when Mr Keith Carmichael, F.c.A., 
F.T.1.1., and Mr Halmer Hudson, F.c.A., 
will be the speakers. 

A further conference is being arranged 
for November 14th at the Chateau 
Impney Hotel, near Droitwich, and will 
be mounted under the auspices of The 
Institute of Chartered Accountants in 
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England and Wales. The theme will be 
the management of audits by small and 
medium-sized firms. 


NEW PRESIDENT FOR 
SOUTH WALES SOCIETY 


At the recent annual meeting of the 
South Wales and Monmouthshire Society 
of Chartered Accountants, Mr K. B. 
Jefferies, F.C.A., F.T.I.I., was elected 
President for 1972-73. 

Educated at Porth County Grammar 
School, he was articled in 1937 to the late 





Mr Charles Bates, of R. RH 


PCA. 
March Son & Co, Chartered Accountants, 


and gained thirteenth place in the 
Intermediate examination in 1940. He 
then joined the Royal Air Force and 
served, mainly in North Africa, until 
he was demobilized in the summer of 
1946. 

Admitted to membership of the In- 
stitute in 1947, Mr Jefferies became a 
partner in R. H. March Son & Co 
three years later, and is now a partner 
in Mann Judd March & Co. He is a 
Fellow of the Institute of ‘Taxation. 

A member of the Society’s committee 
since 1966, Mr Jefferies was its first 
information officer and is still very 
active in this capacity; for the past year 
he has been Vice-President of the Society. 
Married with two children, his principal 
recreation is tennis — although he is 
now taking up golf. 

Other officers elected for the ensuing 
year are: 

Vice-President: Mr D. H. Andrews, B.A., 

F.C.A. 

Secretary: Mr Howard N. Jones, B.A., F.C.A., 

63 Park Place, Cardiff CFr 3LQ. 
Treasurer: Mr T. H. J. Barrett, F.C.A. 
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DEPT AH3, TUITION HOUSE, LONDON SW19 4DS 
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SUCCESSFUL YEAR FOR ICMA 
BEDS AND BUCKS BRANCH 


Mr D. R. Gittins, F.c.M.A., Chairman of 
the Beds and Bucks Branch of The 
Institute of Cost and Management 
Accountants, expressed his confidence 
in the future of the profession and of the 
branch when speaking in Maidenhead at 
their annual meeting last month. The 
level of attendance recorded at branch 
meetings throughout the year was con- 
sidered to be encouraging, and parti- 
cularly noteworthy was the success of a 
half-day conference held prior to the 
meeting on the subject of ‘Cost effective- 
ness’. 

A list of meetings is being prepared for 
the coming year and all local members and 
students are invited to contact any mem- 
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ber of the branch committee if they 
would like any particular subject to be 
discussed. 

The secretary of the branch is Mr P. A. 
Hazzard, A.c.W.A., 21 Chapman Lane, 
Flackwell Heath, High Wycombe, Bucks. 


INDEPENDENT TUTORS’ 
ANNUAL MEETING 


At the third annual general meeting of 
the Association of Independent Tutors in 
Accountancy, held recently at Andover, 
the outgoing Chairman, Mr Donald 
Rich, F.c.A., referred to a year of reason- 
able progress, but mentioned two par- 
ticular hopes which had not yet been 
fulfilled. These were the appointment of 
a representative of the Association to the 
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Education Committee of The Institute of 
Chartered Accountants in England and 
Wales, and the publication by the Insti- 
tute of examiners’ reports. 

On the previous day, there was a 
useful exchange of views on the future 
of accountancy education. Unfortunately, 
the rail dispute prevented the attendance 
of Mr C. H. Filder and Mr J. Hanson, 
who were to have represented the 
Association of Lecturers in Accountancy. 

The following were elected to office 
for the ensuing year; 


Chairman: Mr F. E. Worsley. 

Vice-Chairman: Mr R. C. Ind. 

Secretary: Mr A. J. Whiteside, 287 Oxford 
Street, London Wr. (Telephone or-493 
4309.) 

Treasurer: Mr M. J. Worthington. 

Committee Member: Mr J. V. R. Anderson. 





SPRING HOLIDAY CROSSWORD 





Compiled by KENNETH TRICKETT, F.C.A. 


The clues got mixed up in the computer, but have emerged in groups 
such that in each group the total of the clue numbers (which are printed 
in invisible ink) is the same and the clues appear in ascending numerical 
order (an ‘across’ number ranking lower than the same ‘down’ number). 
Moreover, the order of the groups is such that if a is the number of the 
first clue in group A, b in group B, etc., then abc,def,ghi is the lowest 


perfect square containing all the nine digits. 


A. Retirement reduces one’s bank balance (10). 
Road not being repaired for benefactor (7). 


None to go under bankrupt (4). 


B. Alf’s examinations (6). 
Take time to produce transport cost (7). 
Studies in the matter of notices (5). 
Conclusion distinctly stated (8). 


C. Found society person first nominated as heir (9). 


Cessation of service No. 1 (10). 


Examination questions exchanged for money (5). G. 


D. Mail office (4). 


Possibly a reminder of things to come? (9). 


Size of paper transcript (4). 


E. Firm came to an end (10). 
Tenure in which a number relax grip (9). 
Gambler puts rent up irregularly (6). 


F. Government regulation (4). 


Remove it in order to provide additional work (8). 


150 intend to make a demand (5). 


| 9 
‘Group Accounts: 
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So turns a confused person with a policy (8). 


Declare void with one included yearly (6). 
Assure with partnership (7). 


H. Minister to be present (6). 
Removal of this proportion would make the operation clear (5). 
Uninherited property complicates the case (7). 
Boring and unprofitable (7, 8). 


I. Costincludes performance - it’s the custom (8). 
Unusually great order going back (10). 


Erasing round a letter is an exhaustive process (o). 


The solution will be published next week. 
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The Institute of Taxation 
| PRESIDENT: H. WARBRICK, F.C.C.A., F.C.LS., F.T... 
VICE-PRESIDENTS: DESMOND F. AIREY, A.C.A., F.C.C.A., F.T.LI. ALLAN A. BRENT, F.C.LS,, FILL 


STANLEY A. SPOFFORTH, F.C.A., F.C.I.S., F.T.I.I. 
SECRETARY: A. A. ARNOLD. F.C.1S., F.T.. 


The Institute of Taxation exists to promote the study of, and the interchange 

of information about, taxation among members of different professions. Conferences 

. and lectures are held and members receive regular circulars, digests of tax cases 

and annotated eapies: of legislation. Representations are made on technical aspects 

of taxation. 

Those not qualified for membership may subscribe to a scheme under which 

they receive all the publications, except that the circulars are occasional only and 

deal with general matters as distinct from those of specialised professional interest. 

_ Full particulars of membership, which is by examination, and of the subscriber 
scheme may be obtained from: l 


The Secretary: The Institute of Taxation, Clifford’s Inn, London, EC4A 1DE. 


HENRY BUTCHER & CO 


(MEMBERS OF THE PROFESSIONAL INSTITUTES) 
SEH Werter Surveyors and Valuers operating in the British Isles and Europe 


FACTORIES, PLANT AND MACHINERY 


AN INVENTORY OF PLANT AND MACHINERY 
prepared bs by Henry Butcher & Co with every item priced is an assurance of maximum settlement of a claim for 
oss by 





A SCHEDULE OF FACTORY BUILDINGS 


prepared by Henry Butcher & Co priced on today’s replacement cost is a safeguard against a rebuilding liability 
in the event of loss by fire 


A VALUATION OF PHYSICAL ASSETS 


as a whole (complete with Inventory of Plant and Schedule of buildings) by Henry Butcher & Co is a sure 
basis on which to calculate the value of any Manufacturing Concern from the point of view of earning capacity. 


THE DISPOSAL OF FACTORIES, PLANT AND MACHINERY: 
Henry Butcher & Co are one of the leading Agents in the country specializing in the sale and letting of 
Manufacturing Property and are therefore in a strong position to render first-class service to (a) those firms 
seeking Additional Factory Accommodation; ; to Wio owners of surplus Factory Space and Plant and Machinery 
wishing to dispose of same. 
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leave you? ` 


It doesn’t happen oftén, but a lot 
of silly things can affect.shares 
just when you want to sell. | 

That's why, if you re-wise, you will 
have invested at least part of your 
portfolio in the Leicester Permanent. 

Where it’s safe as houses; earns 42% | 
interest — with income tax: paid by the = 1 
Society; and is readily available when | | 
you need it - no matter what the world’s 
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Ski Principals. with the 
responsibility for training 
newly articled clerks 


should ensure that the best course of action for 
their newly articled clerks is to enrol with the 
Metropolitan College. 


All .bona fide Principals who are considering the 
postal coaching arrangements for their newly articled 
clerks are invited to inspect a copy of the Metro- 
politan College Study Manuals, to see for themselves 
that the contents are thoroughly up to date and 
designed specifically to give progressive and care- . 
fully graduated instruction, backed by a businesslike ` 
tutorial: service that receives the constant and 
enthusiastic commendation of. the students. 


Please write to the Principal, B. Mendes, B.Sc.Econ., F.C.A., Dept A1, | 
_ Metropolitan College, St Albans, and we will gladly send you, without .. 
-charge or obligation, a copy of one of our a Manuals. ` 


1 


Metropolitan College unassailable record 
of Examination Successes | 


At the professional accountancy examinations, for which the Metropolitan College provides 
Expert Postal Tuition, students from the College have obtained — 


` MORE THAN 45,000 PASSES and 
MORE THAN 1,400 DISTINCTIONS - 
MEDALS and PRIZES | 


Be guided by the experience of others 


TAKE ACTION NOW! Write TODAY for a free copy of i ' LINKED PRIVATE STUDIES 
the College Accountancy Prospectus (stating the examina- ` For students who wish to participate ‘in linked: oral 


tion in which you are interested) to the Metropolitan YP 
College (A1), St Albans, or CALL at the London Advisory and correspondence tuition, the Luton College of 





Office, 30 Queen Victoria Street, London EC4N 4SX Technology.and Metropolitan College now offer 
- (01-248 6874). After office hours (5 p.m. Monday—Friday) -© ` these facilities. Please write to: Metropolitan 





telephone messages are recorded electronically. : ; College for details of various courses available. 


Metropolitan College, St. Albans 


Accredited by the Coupcil for the Accreditation of Correspondence Colleges. | Founded 1910 
Member of the Association-of British Correspondence Colleges. ' - 
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In Praise of Controversy 


V. or not one agrees with the concept of 
mandatory standards of accounting practice, or 1s 
even prepared to admit the-need for it, it can no longer be 
denied that the activities of the Accounting Standards 
Steering Committee are a major talking point in the: City 
and in Britain’s boardrooms. Moreover, the mere fact that 
the accountants are seen to be pursuing a vigorous and 
coherent policy towards an objective which the average 
investor has no difficulty in appreciating has added 
enormously to the profession’s influence, credibility 
and prestige — all of which, the impartial observer 
must concede, were at a very low ebb in the latter part of 


1969. 


and membership of the ASSC, and more specifically over 
some of its ideas; this was only to be expected, and — sub- 
ject only to observance of the accepted usages of polite 


society — can do nothing but good. A problem needs to be ` 


diagnosed and identified before any lasting remedy can be 
evolved; use of the now well-established exposure draft 
procedure, combined with maximum publicity, ensures 
that conflicting views can be formulated, expressed, 
considered and — to the extent possible — reconciled. Some 
of the accounting practices which featured largely in some 
embarrassing cases of recent years might have been, per- 
haps, a little less arbitrarily applied, and less tenaciously 
defended, if they had had the benefit of analysis and 
discussion with a wider section of professional opinion 
beforehand. 

It is in the nature of things that those who disagree the 
- most are also the most. vocal; thus, initial reaction to the 
latest exposure draft Stocks and Work in Progress (The 
Accountant, May 18th) has ranged from, at best, a cautious 
and conditional approval in principle, to outright con- 
demnation. Reported controversy has centred, as we 
anticipated; on the taking of profit on uncompleted. 
contracts; on the one side is the natural and very proper 
desire for the profit and loss account to reflect the year’s 


Inevitably there has been controversy ove: the formation 


level of activity, rather than the accidents of time, and on 
the other, an equally defensible conservatism which leans 
against counting unhatched chickens — not to mention 
anticipating the payment of tax on profits which may not, 
in fact, materialize. Calculation of “attributable profits’ on 
contracts still in progress, it has been sincerely argued, 
tends to make rogues of honest men, due to the inherent 
optimism of line management and the greater burden of 
decision-making which is imposed at board level. 

Controversy, of course, always has a news value, and the 
merest hint of a difference of opinion in high places can be 
relied upon to call forth banner headlines in emotive terms; 
thus the instant ‘over my dead body’ reaction of one director 
to a release which has barely reached exposure draft 
stage can be represented in the popular press as a ‘flare-up’ 
signifying the prospect of tough opposition; if there is a 
quotable reference to ‘theoretical people’, so much the 
better. 

If there is one feature of the ASSC which distinguishes 
it above all others, it is the eminently practical quality of 
its membership; an outstanding competence, attested by 
long practical experience, to deal with the difficult task 
assigned to it. Analysis of the English Institute’s repre- 
sentation alone (since this body furnishes the largest 
individual contingent, and also the committee’s present 
chairman) shows three directors of internationally-known 
companies, and representatives of no less than seven major 
firms of chartered accountants. 

From such a source, it can be said with confidence — if, 
indeed, it needs to be said at all — that ASSC releases are 
not the unattainable ideals of ‘theoretical people’; they are 
the.considered opinions of experienced and able men who 
will, in the fullness of time, be called upon to justify 
standard accounting practices to their own shareholders 
and fellow-directors, or to their clients — and whose 
signatures, in the case of the practising membership, may 
have to be appended to a qualified audit report where an 
applicable standard has not been applied. 
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Limiting Professional Liability 


T: open-ended nature of a professional man’s liability 
to his clients is a source of continuing and escalating 
concern to members of most of the recognized professions 
and to their professional indemnity underwriters. The 
continuing trend of allegations of ‘professional negligence’ 
— born often enough, as we have said before, of a mésalliance 
of cupidity and hindsight — may yet reach the point of 
inhibiting professional men from attempting to advise 
upon certain topics, from expressing strong opinions on 
doubtful points, or even from entering public practice at 
all. To the disgruntled client, the outcome of any choice 
made in good faith between two alternative courses of 
action may subsequently be represented, by perfectionist 
standards, as ‘negligence’. ` 

Though the medical profession, in particular, has voiced 
its anxiety at the number of cases brought against its 
members in recent years, doctors are unlikely, in monetary 
terms, to be the principal sufferers. A recent correspondent 
in the New Law Fournal points out that — having regard 
to the allegedly unbridled enthusiasm of certain judges 
to venture further into the realms of consequential loss 
than had hitherto been regarded as reasonable — solicitors, 
accountants and architects may be even more heavily 
at risk. Whereas personal injury claims rarely exceed — 
or even approach — £50,000, claims for financial loss in 
connection with, say, a new town centre, a housing estate, 
or a company taken over, may be almost unquantifiably 
large. | 

The increasing difficulty of obtaining adequate pro- 
fessional indemnity cover on reasonable terms has been 
well recognized by the accountancy profession for some 
time. Simultaneously with the appearance of a series of 
articles on this subject in The Accountant of May 7th, 
14th and 2ist, 1970, the Council of The Institute of 
Chartered Accountants in England and Wales expressed 
its concern at the thought of members practising without 
adequate cover; more recently, the Council of The As- 
sociation of Certified Accountants has expressed its view 
(The Accountant, April 27th) that professional indemnity 
cover should in no case be less than £25,000 — a-figure, 


indeed, which by today’s standards might prove barely 


adequate for all but the smallest practice. The three 
Chartered Institutes and the Association all have their own 
approved professional indemnity schemes available to 
members, the English Institute scheme offering cover up 
to £1 million with higher limits available as a matter of 
individual negotiation with underwriters. 

This, however, is perhaps not the whole solution, and it is 
increasingly being dsked within the professions whether 


indemnity insurance (at ever-increasing cost) is the con- 
sequence of burdens which the professional man as an 
individual should no longer be expected to bear. There is ` 
considerable support for the view that the traditional con- 
cept of unlimited responsibility for advice to clients is, in 
modern terms, unrealistic and unworkable. Some pro- 
fessional bodies are not unsympathetic, in general terms, 
towards the formation by their members of limited com- 
panies for activities not falling within the narrowest 
definition of ‘professional services’. Other suggestions, not 
yet officially endorsed, include an increasing reliance on 
exclusion clauses and a joint approach by the professions 
to the Law Commission for some overriding limit to be 
placed on a professional man’s liability in all circumstances. 

It may be, of course, that such an approach would not 
find favour in the eyes of the Monopolies Commission. 
Since, however, the Commission is already on record as 
favouring an increased use of commercial tactics ‘(par- 
ticularly advertising) in professional fields, it would 
appear singularly ill-qualified to attempt to deny profes- 
sional men the forms of protection which their commercial 
colleagues take for granted. 
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Deferment of Investment 


OMMENT'S made recently about 

the tax benefits of deferment of 
investment have suggested that there 
is some uncertainty on two aspects of 
next year’s reform of corporation. tax. 
A recent statement by the Inland 
Revenue has emphasized the following 
points: 

‘It has been assumed that the profits 
derived from investments made this 
year will be charged at a higher rate 
of tax than profits of this year. This 
assumption arises from a comparison 
of the present rate of 40 per cent 
corporation tax with the illustrative 
rate of 50 per cent, but such a com- 
parison is misconceived since it over- 
looks the whole nature of the proposed 
change in system. 

‘Under the present system, company 
profits are charged at 40 per cent 
corporation tax, and income tax at 
38:75 is deducted from dividends. 
Thus the total tax charge on the 
company in the case of retained profits 
is 40 per cent and on distributed 
profits about 63 per cent; and the 
overall rate borne by the company 
on its total profits is somewhere 
between these two figures according 
to the amount distributed. The im- 
putation system removes the bias 
against distributed profits; the com- 
pany will not have to deduct income 
tax from dividends and the advance 
corporation tax .it pays on the occasion 
of those dividends will be set off 
against its liability at the end of the 
year. In other words it will pay 
corporation tax at a flat rate on all its 
profits whether or not they are dis- 
tributed. l 

‘Any comparison between the new 
system and the present system must 
assume a revenue-neutral change; this 
means that for the “average” company 
— the company that distributes an 
average proportion of its profits - 
the total weight of taxation under the 
new system will be neither more nor 
less than under the present system. 

‘It has been assumed also that 
expenditure before March 31st, 1973, 
will rank for relief at this year’s rate 
of tax and expenditure after then at 
‘the new rate of tax, so that companies 

. generally will have an incentive to defer 
expenditure from March to April. 


That is not so; the rate of relief will 
depend upon the date of a company’s 
accounting period. Where the ac- 
counting period straddles April rst, 
1973, expenditure on plant and 
machinery at any time within that 
accounting period is in effect spread 
evenly over the whole period and 
given relief at an average rate. If a 
company has an accounting year 
ended December 31st for example, 
one-quarter of its expenditure in the 
calendar year 1973 will be allowed at 
this year’s rate and three-quarters at 
the new rate, regardless of the actual 
date when the expenditure was in- 
curred. Deferment from March to 
April would therefore affect the tax 
liability only of the minority of 
companies whose accounting periods 
end on March 31st.’ 


New Bank for Wales 


HIS week’s launching of the 

Commercial Bank of Wales fulfils 
a long-standing ambition for Sir 
Julian Hodge, F.c.c.a., the Bank’s 
first chairman. Other members of 
its inaugural board of directors in- 
clude Lord Harlech and the Rt. 
Hon. James Callaghan, M.P. ` 

The head office of the Bank will be 
at 114-116 St Marcy Street, Cardiff, 
and it will commence business early 
in October. The property, which has 
been undergoing substantial altera- 
tions for some months past, is ideally 
situated in the centre of the city, and 
it is planned that branch offices will 
be opened initially in Swansea and 
in North Wales. 

Whilst catering primarily for the 
commercial and industrial develop- 
ment needs of Wales, providing a 
comprehensive range of facilities which 
will be especially helpful to industrial 
undertakings coming to the Prin- 
cipality for the first time, the Com- 
mercial Bank of Wales will also 
operate current and deposit accounts 
for the public, including a wide range 
of commercial banking and personal 
loan facilities. 

In due course further appointments 


ZIL, 


will be made to the board of other 
people prominent in Welsh business 
and industrial life in North and South 
Wales. 


Take-Over Panel Report 


CTIVITY in the field of take- 

overs and mergers during the 
year to March 31st last, particularly 
during the second half of the year, was 
at a noticeably higher level than 
previously, according to the report of 
the City Panel on Take-Overs and 
Mergers. The Panel executive was 
concerned with take-over or merger 
proposals in respect of 386 companies, 
of which 328 were quoted on a 
recognized Stock Exchange; corres- 
ponding figures for the year to March 
1971 were 292 and 242. From time to 
time, this increased business has 
inevitably placed the Panel executive 
under very heavy pressure, and the 
foreword to the report by its chairman, 
Lord Shaweross, rightly pays tribute 
to ‘the hard and devoted work of the 
executive staff’ which ensured that 
there was no slowing down of pro- 
cedures, nor relaxation of detailed 
scrutiny of individual transactions. 

A feature of the current year has 
been the ‘shut out’ bid, in which the 
general body of shareholders of the 
target company are not informed of an 
impending take-over until the con-. 
trolling shareholders have already 
committed themselves to the trans- 
action, thus excluding the possibility 
of a better bid from another source. 
It must be recognized, of course, that 
the possibility of a better cash offer is 
not the only factor to be taken into 
consideration, and in the three cases 
brought before the full Panel during 
the year, the directors concerned were 
able to satisfy the Panel of the con- 
tinuing benefits arising from the 
merger of their choice. Nevertheless, 
the Panel’s continuing concern at the 
possibility of shareholders’ legitimate 
interests being subordinated to the 
convenience of controlling directors 
found expression during the year in 
the release of Practice Note No. 7, now 
incorporated in Rule 11 of the City 
Code (The Accountant, October 14th, 
1971 and February 24th). 

The Panel has continued its scrutiny 
of profit forecasts during the year, 
and is satisfied, with the position 
reached in establishing.a high degree 
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of accuracy of forecasts in bid situa- 
tions. Of 35, out of 173 forecasts 
examined, that failed to reach the 
target within ro per cent, satisfactory 
explanations were forthcoming in all 
but two cases. i 

No disciplinary cases came before the 
appeal committee of the Panel during 
the year. It is also stressed that 
information given to the Panel execu- 
tive on a confidential basis is not 
available to another party, either for 
publication or in order to secure any 
unfair advantage. 


Graduate Recruitment 
from Oxford 


XFORD graduates entering the 

accountancy profession last year 
included an unusually high proportion 
of scientists, though the total number 
of candidates, 62, “was similar to 
previous years’. This is one of several 
points of interest from the 1970-71 
report of the University of Oxford 
Appointments Committee, released 
earlier this week. 

The 62 candidates for accountancy 
articles compares with 82 graduates 
who chose the legal profession — 
either solicitors’ articles or a college 
of law ~ and 114 1n all into the field of 
‘commerce’ — broadly defined as 
‘banking, insurance, merchants, and 
other City-type occupations’. Amongst 
the accountants, chartered firms, it 
is stated, are continuing to increase 
their recruitment; ‘most were able to 
fill their vacancies early in the year 
and had few left after June, though 
there were still some good people 
about’. 

For the ladies, it is encouraging to 
note that they are less often dis- 
criminated against; the report speci- 
fically confirms that they are being 
considered ‘much more frequently’ 
by accounting firms, though in fact 
few apply. Remembering several ladies 
who have, in recent years, distin- 
guished themselves at an early stage 
of an accounting career, it is to be 
hoped that more will be forthcoming. 

The report is critical of the very 
limited extent to which employers 
have adapted their recruitment pro- 
cesses, in regard to ‘the immense 
changes which have taken place in 
the educational world’. 


Often, It 
is alleged, substantial firms with. 
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thousands or tens of thousands of 
employees produce no more than 
half-a-dozen graduate vacancies each 
year. 


Continuation of 
Business 
ONTINUANCE of a business as a 


going concern, it was decided in 
the Court of Appeal recently, re- 
quires something more than transfer 
of the physical assets and a continuarice 
of the working environment. The 
Court was giving judgment on a claim 
for redundancy payments brought by 
two former employees of Crossley 
Premier Engines Ltd (‘Crossley’). 
The Crossley company had for 
many years engaged in the manufac- 
ture of diesel engines at a factory at 
Sandiacre, Derbyshire, where the two 
claimants in the present case had 
worked, respectively, for 40 and 24 
years. In 1965, Crossley decided to 
concentrate diesel engine production 
at their Manchester factory, and the 
Sandiacre premises and plant were 
sold to Peter Brotherhood Ltd. 
Brotherhood also engaged substanti- 
ally the whole of the Crossley labour 
force at Sandiacre, but apart from the 
completion of work on a few diesel 
engines, the factory was thereafter 
engaged in the manufacture of 
Brotherhood’s own products of spin- 
ning machinery and steam turbines. 
The two claimants were dismissed as 
redundant in 1971, and claimed re- 
dundancy payments based on the 
whole period of their service with the 
Crossley company; the employers 
contended, on the other hand, that 
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qualifying service should be reckoned 
only from their engagement by 
Brotherhoods in 1965. 

At the time of the transfer of the 
premises and assets from Crossley to 
Brotherhood in 1965, the Redundancy 
Payments Act was not in operation; 
had it been so, the claimants would 
have been entitled to ‘redundancy 
payments at that time from Crossley 
unless there had been no break in the 
continuity of their period of employ- 
ment, In the present case, as the 
Court found, the transfer of assets 
did not constitute the transfer of a 
business as a going concern; there 
was, for instance, no assignment of 
goodwill, book debts or work in pro- 
gress, nor did the vendors impose any 
restrictive covenant. The business 
carried on by. Brotherhood at Sandi- 
acre was different from that formerly 
carried on by Crossley, and the claim 
for redundancy pay based on service 
with Crossley, therefore, failed. 


Invoice or Dispatch Date 
for VAT , 


SE of the invoice date rather than 

the dispatch date as the ‘tax point’ 
for VAT purposes would create prob- 
lems of possible abuse, according to 
Mr John Nott, Treasury Minister of 
State. Responding to an Opposition 
amendment, introduced in committee, 
to clause 7 of the Finance Bill, Mr 
Nott pointed out that a tax invoice 
gave rise to a claim for recovery of 
input tax, and to that extent was 
tantamount to money in the hands of 
the customer. 

Supporters of the amendment had 
called for the invoice date to be taken 
as the tax point, provided that the 
invoice was issued within 14 days ‘or 
a longer period if agreed with the 
Commissioners’. This, it was. con- 
tended, was in line with accepted 
commercial practice and with the 
legal systems of at least two EEC 
countries already operating a VAT. In . 
practice, Customs and Excise officials 
would work on the invoice ‘for sheer 
administrative reasons’. D 

Mr Nott claimed that the amend- 
ment would have the effect of a de- 
layed collection of revenue, and would 
permit the supplier of goods to issue 
a tax invoice without himself becoming 
accountable for tax at thé-same* time. 
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Considerable sums could be lost in 
the event of fraudulent collusion 
between supplier and customer. 

The Government recognized the 
point of convenience in adopting 
the invoice date, and would try to 
meet the point if they could get over 
some of the worries. There was, 
however, less external check on the 
date of an invoice than on the date of 
dispatch. 


Jackpot Headache in the 
States . 


OTTERY winners, under American 
revenue law, may be liable to 
Federal taxes on their windfalls. To 
find oneself suddenly elevated from an 
effective tax rate of perhaps 15 per 
cent on the year’s income to one of 
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40 or 50 per cent can be a sobering 
and indeed a traumatic experience. 

A recent announcement by the 
American Institute of Certified Public 
Accountants recounts some of the 
experiences of a CPA sitting as a 
member of a voluntary panel to advise 
winners of the Massachusetts state 
lottery. At one recent advisory session, 
the panel met four winners, one of 
whom had collected $1 million and the 
others $50,000 each. In the case of 
the big winner — an assembly line 
worker in an auto plant — his pro- 
spective tax rate threatened to reduce 
his take-home pay to less than half of 
what he earned. 

One suggestion frequently explored 
in such circumstances is ‘income 
averaging’, which is permitted for the 
current and the four previous years. 
Whilst averaging inevitably raises tax 
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liabilities for prior years, the reduction 
in the current years’ tax may mean a 
net saving for lottery winners, in an 
appropriate case, of between $5,000 
and $6,000. Another method is to 
concentrate as many deductible items 
as possible — which under American 
law may include medical or dental 
work, and charitable contributions — 
within the year of high income. 
Generally the advice of the panel 
to lottery winners is to make no hasty 
decisions; to put the money in a bank 
and ignore self-appointed investment 
advisors, while deciding what their 
objectives are and getting professional 
advice. There have been several re- 


ported cases of lottery winners whose | 


unwise investments or extravagant 
expenditure have left them without 
funds to meet heavy and unforeseen 
tax liabilities. 
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THIS IS MY LIFE 


Reading the Small 
Print 


by An Industrious Accountant 


A. present I’m lying flat on my back in bed, with a 
thin mattress over a so-called plank base. I’m annoyed, 
aching, and alone. To interpret, the doctor said the X-rays 


showed a slipped disc, and he ordained immediate im- 


mobilization for a month or so as a first step. 

It started with a sharp pain in the back, the sort that 
holds you rigid lest something should disintegrate sud- 
denly, while I was gardening energetically. When it 
dwindled to mere discomfort, I had a hot bath and re- 
covered. Nothing more happened for about a week, when 
I developed leg twinges and cramps which I assumed 
to be rheumatism; finally I saw the doctor. Hence the 
plank bed. 

In due course I examined an old personal accident 
policy which I’ve maintained inviolate for twenty years. 
The appropriate clause was ‘bodily injury caused directly 
and immediately by violent accidental and visible means 
resulting independently of any other cause in temporary 
total disablement from attending to business’, so I phoned 
my insurance man. 

He's an alert and likeable little fellow. He sympathized, 
got his file, questioned, and then referred me in a worried 
tone to condition 3. It prescribed written notice ‘as soon 
as possible after the injury but at latest within seven days 
of its occurrence’. I remonstrated that I couldn’t give him 


notice until the injury was actually diagnosed; it wasn’t 
my fault that the pains had a delayed time-bomb effect, 
surely. 

He quite agreed, personally he entirely agreed, he 
reassured me, but one knew what these head office chaps 
were like. Absolute sea-lawyers, sharks in fact, always 
nattering about the letter of the law and setting precedents. 
In fairness to them, of course, that was why the phraseology 
was the way it was, so to speak. 

With a cold premonition of barbed wire ahead I men- 
tioned the spirit as being more than the letter and anyhow 
one expected reasonable co-operation rather than cheese- 
paring from one’s long-term business associates. Again he 
concurred ; he’d speak to them firmly. By the way, just while 
we were talking, how did I justify — well, not so much justify 
as explain, just for the record — that ‘violent, visible’ bit? 

It depended on what was meant by these words, I 
said with shrewd legalistic finesse, and went on to explain 
that I was stepping down from a bank with a heavy bucket 
of soggy fertiliser in my hand when the pain struck. He 
didn’t comment. He just murmured thoughtfully ‘im- 
mediately . . . injury caused immediately . . . a week later 
the pain came . . . well, well’. Then he asked whether I 
had any other PA policy. 

Some underwriters convey a lurking suspicion that 
ordinary citizens take out numerous costly policies prior 
to inviting disablement by falling downstairs or suchlike. 
This painful method of acquiring affluence I find distaste- 
ful, a slipped disc being no joke at all, but presumably 
insurance characters have learned the hard way. I accord- 
ingly conveyed my feeling of annoyance when answering, 
since I know at least one reputable company which merely 
specifies ‘written notice within three months’ and ignores 
the ‘other policies’ question with its implied hint of double- 
dealing. Still, live and learn. ? 

I await the ultimate verdict with interest. 
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Necessary Care with Group Accounts 


English Institute’s Conference at Brighton 


HE speakers at the course on ‘Group 

accounts and their audit’, held by The 
Institute of Chartered Accountants in 
England and Wales in Brighton last week 
were unanimous in stressing the need for 
professional care in the preparation and 
audit of group accounts. They were also 
loud in their praise for the Institute’s State- 
ments of Standard Accounting Practice, al- 
though the first speaker, Mr David Tillett, 
F.C.A., partner in Binder Hamlyn & Co, 
emphasized that members should still go 
‘back to the Acts’. He was reviewing the 
‘Requirements of the Companies Acts 
1948 and 1967’, and referred to the 
findings of the Committee on Company 
Law Amendment in 1945 (the Cohen 
Report), the Jenkins Committee on 
Company Law in 1962 and the State- 
ment of Standard Accounting Practice 
No. 1 entitled ‘Accounting for the results 
of associated companies’. 

As Mr Tillett observed, the intention of 
group accounts was to give a complete pic- 
ture of the whole of the enterprise — or 
enterprises — in which the shareholders of a 
holding company were interested. Con- 
solidated accounts were based on an 
aggregation of the accounts of all com- 
panies in the group, with adjustments 





to eliminate intra-group items. Effectively, 
a consolidated balance sheet substituted 
for the holding company’s investment in 
its subsidiaries the assets and liabilities of 
those subsidiaries; the consolidated profit 
and loss account showed the aggregate 
profit of all the companies in the group 
after eliminating profits which, though 
realized by one company, were not 
realized by the group as a whole. 


Overlapping of topics 


Mr W. B. I. Jamieson, F.c.A., partner 
in ‘Touche Ross & Co, had observed in 
his opening address as course director 
that overlapping of speakers’ texts was 
inevitable when the audit of group 
accounts was to be considered as well as 
their preparation. This was manifested 
when Mr Alan Ridler, F.C.A., partner in 
Pannell Fitzpatrick & Co, could not but 
help mentioning subsidiary companies 
in his talk on ‘Audit of group accounts-1’. 
He referred to their exclusion from group 
accounts and summarized the reasons for 
this: if it was impracticable, Le, no real 
value in view of small amounts involved, 
or involved excessive expense or delay; 
if it would be misleading or harmful, or 


Mr W. B. I. Jamieson, F.C.A., course director, /eft, talking to two of the speakers, Mr D. E. F. 
Green, M.B.E., F.C.A., and Mr D. R. Tillett, A.C.A. 


when the respective businesses carried 
on differed from each other. 

From the auditing aspect Mr Ridler 
stressed that commonsense must be used 
and that it was essential to consult 
directors before the commencement of 
work on group accounts and obtain their 
views on what should be excluded and 
why. Much could be done to clear the 
way for consolidation by prior dis- 
cussions with directors and group ac- 
counting staff. 

The following speaker, Mr D. E. F. 
Green, M.B.E., F.C.A., partner in Josolyne, 
Layton-Bennett & Co, applauded the 
American practice of having a corporate 
audit committee (The Accountant, Nov- 
ember 11th, 1967). Amongst the variety 
of functions of such a committee was 
the nominating of auditors (whose ap- 
pointment would be subject to ratification 
subsequently by the shareholders), and 
the reviewing of internal audit pro- 
grammes; there should thus be easy 
access by internal as well as external 
auditors to the board of directors. 

Any conference on group accounts 
must raise the question of associated 
companies and minority interests, and 
this subject was dealt with at Brighton 
by Mr R. W. J. Foster, F.c.A., partner in 
Harmood Banner & Co. After reviewing 
the legislation and the Institute’s SSAP 
on the standardisation of accounting 
treatment of holdings in associated 
companies, he detailed the bases of 
accounting and methods used when 
showing specific items on the profit and 
loss account and balance sheet. On the 
topic of minority interests Mr Foster said 
that it should be borne in mind that the 
accounts were primarily produced for the 
holding company’s shareholders, and 
figures should be framed in such a manner 
as to give maximum information in 
relation to the group as such. 


Communications 


The importance of “The organization 
and preparation of a group consolidation 
— by the company’ was explained in 
detail by Mr W. D. Trow, T.D., F.C.A., 
director and financial controller, Carpets 
International. Planning of the operation 
should be well in advance. Communi- 
cations should flow smoothly between the 
group secretary, auditors, finance control- 
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Mr A J. Gillett, A.C.A., A.T.1.1., /eft, with Mr Alan Ridler, F.C.A., a speaker, and Mr 


A.C.A. 


ler, secretary and managing director of 
subsidiaries, printers, public relation 
agents and the group chairman. 

Consolidation, in Mr Trow’s view, 
should be organized in four phases, the 
first to be prior to the end of the financial 
year. This would enable internal prepara- 
tion of accounting instructions, distri- 
bution of instructions and forms, agree- 
ment to the layout of published accounts 
and the receipt of first proofs from the 
printers. Phase two would be at the end 
of the financial year, and for this there 
would have to be a procedure for receiv- 
ing and checking draft accounts followed 
by the preparation of audited accounts 
and agreement of these at subsidiary 
company board meetings. 

Phase three of Mr Trow’s plan was the 
consolidation itself involving the logging 
of audited accounts, final meeting with 
auditors and then the submission of the 
accounts to the group board. ‘There was 
still a further phase, namely, the pub- 
lished accounts. These called for con- 
sideration of the implications of the 
announcement of results at a press 
conference, the printing and distribution 
of accounts and then, the final event, the 
annual general meeting. 


Conversion of currency 


The topic of foreign subsidiaries and the 
suitability (or not) of consolidating their 
accounts with those of the parent com- 
pany was discussed by the course 
director, Mr Jamieson. When they were 
suitable for this purpose the conversion 
of foreign currencies would be necessi- 
tated, but as he observed, although the 
Companies Act 1967 required the basis 
of conversion of foreign currencies to be 
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stated in consolidated accounts it did not lay 
down any rules. However, in this respect 
Mr Jamieson recommended the reading 
of the paper by the Research and 
Publications Committee of the Scottish 
Institute called “The treatment in com- 
pany accounts of changes in the exchange 
rates of internation-currencies’ and 
the exposure draft issued by the Ac- 
counting Principles Board of the 
American Institute of Certified Public 
Accountants on ‘Translating foreign 
operations’. 

Mergers and acquisitions were the 
subject of a talk by Mr D. T. Young, 
F.C.A., partner in Spicer and Pegler, who 
defined both terms with illustrations of 
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various situations of companies prior to, 
and resulting from, such operations. He 
then introduced a case study where the 
course participants were asked to examine 
schedules supplied to them which sum- 
marized certain details of companies in 
which a hypothetical parent had an 
interest. A summary of the statutory 
group profit and loss account was 
required showing the profit attributable 
to members of the parent company. 
Taxation was ignored throughout but 
proposals encouraged as to how and 
where any special items should be 
explained and dealt with — including 
goodwill on acquisitions. 


Speed and simplicity 

The last lecture of the course was given 
by Mr Brian Jenkins, M.A., A.C.A., 
partner in Cooper Brothers & Co, on “The 
preparation of consolidated working 
papers’. 

This was a fitting end to the course 
as the attention of the audience was held 
until the last moment. He covered a lot of 
ground including references (many of 
them diagrammatical) to foreign sub- 
sidiaries, and subsidiaries not con- 
solidated, but his main message was that 
procedures could be speeded up and 
simplified, and subsequent checking made 
easier, by getting all companies to use 
standard format accounts; encouraging 
the subsidiaries to process permanent 
adjustments in their accounts; keeping 
schedules simple; making necessary ad- 
justments to the accounts of each 
company prior to summarizing; maximiz- 
ing the use of permanent schedules and 
avoiding trivial consolidation adjust- 
ments. 





< 


Discussion during a break between sessions. Left to right: Messrs R, W. Kirkin, A.C.A., M. T. F. 
Cunningham, A.C.A., P. E. Rhodes, A.C.A., and C. Andrews, A.C.A. 
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Associated Companies 


by DESMOND GOCH, F.C.C.A. 


N the year and a half that has elapsed since The Institute 

of Chartered Accountants in England and Wales issued 
its Statement of Standard Accounting Practice No. 1,! 
a large majority of companies has adopted its proposals 
for the treatment of investments in associated companies 
in published accounts. Ge Hiei TO cual ege 
draft was first published [The Accountant, June 25th, 
1970], opinion within the accountancy profession and the 
financial community was not — and in some cases is still 
not — entirely in favour of the suggested change in method 
of presentation. A number of critics felt that some of the 
alternative ways of giving the necessary information already 
being used were to be preferred to incorporating the in- 
vesting company’s proportion of net assets and profits 
into its own group accounts. 

Among the objections that were expressed to the In- 
stitute’s proposed accounting standard were the arguments 
that established price/earnings ratios would be distorted, 
and that the new basis for reporting earnings would in 
some instances give a misleading impression of distribut- 
able profits. There are, indeed, some jointly-owned and 
consortium companies where the investing companies 
have conflicting views and interests in regard to dividend 
policy and, in consequence, none of the parties can exert 
the degree of influence over distribution of profits that 
might possibly be assumed from adoption of the accounting 
standard’s method of treatment. 

It must be acknowledged that, prior to the publication 
of the associated companies’ accounting standard, many 
companies fell far short of desirable standards of dis- 
closure in this respect; although others had adopted methods 
of presentation which, even by comparison with the new 
recommendations, were a model of clarity. The ICI 
pre-accounting standard annual report for the year to 
December 31st, 1970, was one such instance of exemplary 
presentation, with the group investment in its principal 
associated companies tabulated in a separate schedule to 
the accounts giving, inter alia, the cost of holdings, the 
group proportion of net assets, attributable earnings, and 
earnings included in group investment income. Many 
analysts might well, indeed, have preferred this type of 
format but, perhaps not without some heart-searching, 
ICI has finally yielded to events and in its 1971 report it 
has adopted the prescribed accounting standard presen- 
tation. 

By way of comment, it was interesting to note how the 
stock-market was caught nodding when the ICI pre- 
liminary results for 1971 first came over the tapes. Brokers 
1 Accounting standards are now issued under the aegis of the Account- 


ing Standards Steering Committee, on which all the major accountancy 
bodies are now represented. 


and jobbers failed to take in the message that the profits 
were ‘cum associated companies’ and they misinterpreted 
the apparent jump in earnings as a sign of improved 
profitability, rather than the true situation of an actual 
decline. 


Accounts surveyed 


Attention has now turned to contemplating the shape of 
future standards yet to come and the professional annual 
report-watchers have been left to themselves to study the 
effect of the associated companies accounting standard on 
this year’s annual accounts. Although the accounting 
standard was not required to be applied to reports for 
accounting periods commencing prior to January Ist, 
1971, the English Institute’s Survey of Published Accounts 
for 1970~71 (The Accountant, February 1oth) indicated 
that a number of companies had already made the decision 
to adopt the new form of presentation. However, it is only 
with this year’s crop of published accounts that it is 
garnering the full harvest and one is able to appraise the 
merits of the various forms of treatment that are being 
adopted. 

The accounting standard did not require specific 
methods of presentation and, although it incorporated 
illustrative examples of acceptable formats, it went out 
of its way to say that companies could use the one which 
best suited their circumstances. In practice, many com- 
panies have chosen to follow the skeleton presentation 
given in the accounting standards booklet, but there are a 
sufficient number of deviations from this basic pattern 
to make a survey worth while. 

For this purpose an examination has been made of the 
latest annual reports of the following companies. ‘They all 
deal with investments in associated companies in one form 
or another in their accounts and their financial years 
ended at various dates between March 31st, 1971, and 
December 31st, 1971: 

Amalgamated Metal Corporation Ltd 

Arthur Guinness Son & Co Ltd 

Associated Fisheries Ltd 

Babcock & Wilcox Ltd 

Bestobell Ltd 

Bowater Paper Corporation Ltd 

British Rollmakers Corporation Ltd 

British Ropes Ltd 

Central Wagon Co Ltd 

Delta Metal Co Ltd 

General Electric Co Ltd 

George Wimpey & Co Ltd 

Harris & Sheldon Group Ltd 

Hodge Group Ltd 
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J. Bibby & Sons Ltd 

Kenning Motor Group Ltd 

Lex Service Group Ltd 

Pearson Longman Ltd 

Ready Mixed Concrete Ltd 

Reckitt & Colman Ltd 

Smith & Nephew Associated Companies Ltd 

Thomas Tilling Ltd 

Tom Martin Metals Group Ltd 

Turner & Newall Ltd 

Unilever Ltd (including NV) 

Weir Group Ltd 

William Baird & Co Ltd 

Among this fairly representative group of companies, 
there are to be found significant variations in the treatment 
of associated company investments in their accounts. 


Variety of presentation 


The first point looked for was how the investing companies 
dealt with associated companies for the purpose of dis- 
closing group turnover in their accounts. In fact, only two 
companies — British Ropes and Central Wagon Co - 
specifically included an appropriate proportion of as- 
sociated company sales in their own group turnover figure. 
The Delta Metal Co stated that its group turnover figure 
excludes inter-group transactions other than those with 
associated companies. 

The widest divergence of practice was noted in the 
- balance sheet treatment of associated company investments. 
Although fifteen companies followed’ the accounting 
standard’s example of showing all holdings on the basis 
of cost plus post-acquisition reserves, Lex Service Group 
and Weir Group did so only in the case of their unquoted 
investments and the quoted holdings were given at book 
cost without reserves. However, both companies gave the 
market valuations of quoted investments and directors’ 
valuations for unquoted investments — a practice that was 
also adopted by some of the other companies in the 
survey. 

General Electric favoured bringing its investments in 
at a value representing the group’s proportion of net assets 
of each associate, as identified by the audited accounts or 
other latest available information. It also made a reference 
in the note to the existence of an unquantified liability to 
capital gains tax that would arise if the investments were 
realized at the stated values. 

This point about a potential tax liability was also men- 
tioned by way of note in the reports of Amalgamated 
Metal Corporation, Babcock & Wilcox and Pearson 
Longman - the latter company even going so far as to give 
an estimate of the amount of tax that would be chargeable 
in this event. 

Delta Metal Co uses the same basis of valuation as 
GEC in bringing its investments in unquoted associated 
companies and trade investments into the balance sheet. 
In a note under the heading of ‘Changes in policies from 
previous year’ it states that, in 1971, these interests have 
been valued by the directors according to the proportion 
of net assets attributable to the group’s share thereof. It is 
also stated that the criterion for determining which 
investments are to be treated as associated companies is an 
equity interest of 20 per cent or more and board rep- 
resentation, provided that regular management accounts 
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are received. It continues to bring in its quoted investments 
at book value and gives their market values at the relevant 
date. 

Another variation was that chosen by William Baird 
& Co, which included its quoted associated company 
investments in the balance sheet at market value and its 
unquoted ones at the directors’ valuation. It also included 
in a note to the accounts a statement of the attributable 
proportion of the share capital, reserves and loans of the 
company which comprised its quoted holding. 

Smith & Nephew showed its quoted and unquoted 
investments at cost and without including any part of the 
post-acquisition reserves. An accompanying note gave 
market valuations and directors’ valuations for the quoted 
and unquoted holdings respectively. 

In notes referring to their overseas investments, both, 
Babcock & Wilcox and Turner & Newall mentioned the 
75 per cent investment currency premium — the former 
company electing to exclude it on the grounds of un- 
certainty following the Chancellors Budget statement, 
and the latter including it in valuations where appropriate. 


Associates not incorporated 


Not all the companies whose annual reports were aquqa 
in the survey followed the accounting standard in their 
treatment of associated companies; British Rollmakers 
Corporation, Reckitt & Colman and Unilever opted out 
on the grounds that the amounts involved were not 
material. 

Non-materiality is only relative in the case of a giant 
like Unilever but the book values (limited — £13-4 million; 
NV — £11'2 million) are supported by a schedule giving 
the attributable share of net essets and profits and the 
market and directors’ valuations. The George Wimpey 
group excuses its non-participation principally on the 
grounds that the wide divergence of accounting dates and 
the effects of the treatment of accrued interest by. property 
companies would produce a misleading result. 

Harris & Sheldon Group simply included a note to the 
accounts stating the directors’ valuation of its associated 
company investments and recorded the fact that the holding 
in one company had been sold since the end of the financial 
year and another company had not traded during the 
year. The Hodge Group also declined to follow the ac- 
counting standard, although from the notes to the accounts 
which have been included to comply with the Protection 
of Depositors (Accounts) Regulations it seems likely that 
the amounts involved might be considered insignificant 
in relation to the total group figures. Furthermore, with its 
financial year under survey commencing on November 
Ist, 1970, it was not under an obligation to fall into line 
at that juncture. 

It is apparent from this survey of the published accounts 
of a relatively small sample of companies reporting in the 
first post-accounting standard period that there are 
differing interpretations of the way in which the new 
requirements can be met. Perhaps one or other method 
may eventually come to enjoy more universal acceptance, 
but for the time being variety is likely to remain a factor 
in the way in which investments in associated companies 
are presented in published accounts. However, for a while, 
at least, that may not be such a bad thing. 
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LETTER FROM AMERICA 


Show and Tell 


From Our New York Correspondent 


MERICAN schools encourage the younger students to 

show the class anything unusual that they have found 
during a holiday, and to tell their- classmates about the 
circumstances of the discovery. On the principle that any 
-report is better than no report, the child is left with com- 
plete discretion on what trophy he will produce. 

When the American Institute of Certified Public Ac- 
countants began to-survey_t nual reports issued by 
American ee ee et ere free- 
dom on what they would tell their shareholders and how 
they would say it. But during the 25 years that have passed 
since the first issue of the Survey was published, the content 
as well as the format of annual reports have changed 
beyond recognition. 
= The latest Survey? does a great deal to destroy the myth 
that annual reports are becoming more and more expensive 
(usually costing sop or more per copy) but less and less 
informative. As one sign of the times, a tabulation shows 
hat of the 600 major companies reviewed, nearly 200 
reported expenditures for the unemployed, for schools, 
hospitals, charities and other ‘social awareness’ outlays. 

Not many years ago, as today’s shareholder-gadflies are 
only too eager to complain, such expenditures would have 
been carefully: concealed. 


SEC influence 


No doubt one of the reasons for the broad advance toward 
fuller disclosure in annual reports is that the Securities 
and Exchange Commission is now demanding it. Mr 
Francis M. Wheat, whose recommendations on the re- 
organization of the Accounting Principles Board were 
overwhelmingly approved by the Council of the American 
Institute earlier this month (The Accountant, May 4th), 
took the lead, in 1969, in broadening the scope of the 10-K. 
(the formidable annual report that must be filed with the 
SEC, of which Mr Wheat was then a Commissioner). 
The more revealing information contained in the revised 
ro—K is already being made available in some shareholder 
reports. Moreover, as the new Survey demonstrates, 
companies are becoming conscious of the need to explain 
any material differences between information provided 
to the SEC and that provided to stockholders. 

As the SEC becomes more exacting, shareholder 
reports will continue to become more informative. An 
example of the trend is given in the Survey, in its treatment 
of product-line reporting. In answer to the charge that the 
merger movement has made it impossible for the share- 
holder to assess the prospects of his company, the SEC 
lro97r Accounting Trends and Techniques. Twenty-fifth edition. 
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now requires such reporting in the ro—K. In 1970 (the last 
full yeer covered by the Survey), nearly 400 of the sample 
companies also included such information in their share- 
holder reports — compared with only 170 companies two 
years earlier. 

On the thorny problem of price-level accounting, there 
appear to have been no significant changes. None of the 
compamies offered constant-dollar statements — as permit- 
ted by APB Statement No. 3 in 1969, as a supplement but 
not as a substitute for historical-dollar statements. Even 
so, move than roo companies made reference to the prob- 
lems of meaningful accounting in an inflationary age. 

Mor? tell-tale, perhaps, is the trend toward rounding of 
figures In 1960, 19 of the companies showed cents, and 
only 23 rounded to the nearest $1,000. Ten years later, 
the cent survived in only a single case — 242 companies 
rounded to the nearest $1,000, and five to the nearest 
$1 milion. With the shilling and the old penny already 
abolished in British accounts, will the practice of rounding 
to the nearest million soon make its appearance with 
pounds as it already has with dollars? 

Since the publication of the new Survey has coincided 
with tre flood-tide of the reporting season, it is interesting 
to see a reference to the ‘natural’ business year. Whatever 
the profession may feel about the overload of work as 
Decenzber draws near (and similar protests are even being 
made, >n this side of the Atlantic, by shareholders finding 
themselves buried at this time of year under annual 
reports that they are expected to read) there seems to be 
nothing unnatural to managements in adopting a calendar- 
year cycle. Those who value uniformity in business practice 
will be relieved to see that 377 out of the total of 6oo 
companies persist in closing their books in December. 

The selection of accounting policies is becoming an 
increasingly difficult and complex matter. It is, therefore, 
surprising that so few companies — only 26 in the sample — 
chose +o devote a separate comment to the decisions taken. 
Since the APB has been giving consideration to issuing an 
opinion on the question, it may be that this number will 
now ircrease. 


Directors’ reports 


Coming at the end of the Survey — and thus matching its 
position in most American annual reports ~ is a section on 
auditors’ reports. Welcome evidence of the increasing 
awarer ess of the auditor’s status as an independent expert, 
not a management mouthpiece, can be found in the 
Surveys conclusion that there has been a steady decline 
in the number of auditors’ reports addressed simply to the 
directcrs; the prevailing practice now is to give shareholders 
almost equal prominence in the heading of the report. 
Another feature of today’s practice is the prevalence of 
the standard version, in the short form, of the report. These 
now account for 513 of the 600 companies surveyed. 
Witaout citing further examples, it can be seen that the 
Amerizan Institute has succeeded in packing an immense 
amourt of significant material into the 322 pages of its 
latest Survey. In some instances, the authors whet the 
readers appetite for still more information. Which, for 
instance, is the single company still faithfully reporting its 
results to the last cent, and which are the 26 conscientious 
companies that go out of their way to enlighten the share- 
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holder on their accounting policies? On the whole, however, 
the 1971 Survey offers a brief and interesting commentary 
supported by an intriguing array of detailed extracts from 
reports, to illuminate an increasingly dense forest of 
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professional problems. Moreover, it is learned: on good 
authority that plans are now in motion greatly to enlarge 
the scope of the Survey by putting additional information 
on a newly-programmed computer. | 


Taxing the Quick and the Dead — II 


Conflict of Death Duties and Investment Incentives 


F the notion of a ‘permissible level of wealth’ is ac- 

ceptable, the sort of figure one might use as a starting 
point for consideration in Britain is perhaps the £50,000 
referred to in the previous article as an arguably ‘officially 
approved’ level of windfall receipt, based neither on need, 
merit, nor even a wise choice of parents, 1.e., the maximum 
prize in the monthly draw for premium bonds. ‘The tax 
consequences of a recognition of some such figure would, 
it is suggested, be the exclusion of such a capital sum from 
death duties and the income therefrom from surtax (or, 
for the future, from the surcharge on investment income). 

If one links capital and income levels by an estimated 
long-term, gilt-edged interest rate of 7 per cent (the rate at 
present is well over 8 per cent) this would mean, curiously 
enough, that existing exemptions already embody in 
embryo the above suggestion. A yield of 7 per cent on a 
capital figure of £30,000 comes very close to the {2,000 
per annum investment income which will be exempt from 
surcharge under the new ‘unified tax’ proposals and 
£30,000 is already the basic exemption for estate duty 
where at least £15,000 is bequeathed to a spouse. Obviously, 
both the £2,000 and £30,000 limits are likely to be in- 
creased over the next few years if the same tax systems are 
retained, and it will be interesting to see whether there is 
any narrowing of the present gap between the £30,000 
and the {50,000 ‘official’ prize money. 


Inheritance 


The logical sequel to determining a permissible level -of 
wealth accumulation is to consider whether the same or a 
different figure should be adopted as a basis for permissible 
inheritance untrammelled by death duties. As suggested 
in the previous paragraph, there is already a rough (and 
probably purely coincidental) correlation between estate 
duty and unified tax in Britain in this connection. The 
permissible levels of inheritance might be linked with the 
economic situation of the taxing country and should per- 
haps apply regardless of whatever exemptions may be 
. given, €g., for dependent minor children whose needs 
should obviously be considered separately. 

At present the amount of tax-free inheritance permitted 
by different countries varies widely. For example, Norway 


The first part of this article appeared in The Accountant of May 25th. 
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permits unlimited tax-free inheritance by a surviving 
spouse, and Luxembourg has a similar provision where 
there are also dependent children. The US effectively 
exempts, with no limit, up to one-half of the estate of a 
deceased person if bequeathed to a surviving spouse, and 
has an effective basic exemption of $120,000 if one-half 
of that sum is bequeathed to a spouse, and hence added 


ro the basic exemption of $60,000. Britain’s new exemption 


proposal, as already mentioned, provides a tax-free total 
of £30,000 ($75,000) if £15,000 is bequeathed to a spouse. 
It is of interest to note that the American figure of $120,000 
is very close to the £50,000 ($125,000) mooted above as a 
possible ‘official’ wealth limit in Britain. 

Of course, the figure ranking for outright exemption 
will be of smaller absolute significance if the tax rates 
applicable to the taxable part of the estate commence at 
modest levels. This adjective hardly applies to Britain’s 
estate duty rates which commence at 25 per cent and rise 
fairly steeply. By contrast, rates of tax applicable to spouses 
and direct descendants — which are usually the significant 
rates if one is considering, e.g., the impact of tax on the 
inheritance of a family business — are much lower in some 
European countries. For example, in Denmark the maxi- 
mum rate is 13 per cent in this category, while Belgitum’s 
scale of rates runs from 3 to 17 per cent and France has a 


' Maximum of 20 per cent. In other words, children. in 


those countries may inherit their parents’ assets reasonably 
intact, whereas in Britain death duties make heavy inroads 
(reaching a rate of so per cent on the value over {60,000, 
and eventually 75 per cent) unless the relief for farm land 
or woodland or for business assets applies. Although estate 
tax rates in the US rise to a maximum of 77 per cent, the 
scale is a long one, the commencing rate is only 3 per 
cent and the rates are effectively halved (to a maximum of 
38% per cent) on the total estate if half is left to a surviving 
spouse. 


Gambling wins 

In a world in which governments try to provide an en- 
vironment in which wealth may be distributed or re- 
distributed according to need or to merit, the concurrent 
existence of an industry whose purpose is to make a 
voluntary regressive levy on all income groups with the 
object of redistributing wealth not °according to need or 


' THE 
720 


merit but to blind chance, appears something of an 
anachronism. 

Most types of gambling are in fact subjected to forms of 
‘sales’ tax, 1.e., levies on the amount staked, but in Britain 
there is no form of tax on the amount of the winnings. 
Obviously it is administratively much more economical to 
make a single charge at source on stake moneys than a 
series of graduated charges on winnings, but some 
countries do in fact tax both the stake money and the prizes 
(in the US, for example, even prizes received in kind, 
such as a year’s supply of detergent won in a TV pro- 
gramme, are taxable). It is clearly desirable, where prac- 
ticable, for a government at least to levy graduated tax 
on the larger wins. 


It is plain enough that government must, as a matter of 

public policy, allow various forms of gambling to be 
practised by the public, since to drive the indulging of this 
human instinct into underground channels has demon- 
strably led to worse evils than legalized gambling. Never- 
theless, the actual amount staked does seem to vary with the 
oppo: tunities avallable and the relative apparent attract- 
iveness of the gamble. 
. Two examples are perhaps enough to illustrate the 
possibilities of controlling, at least to some extent, the 
total quantum of gambling stakes. The strange disease, 
which afflicts the glassy-eyed lever-pullers of Las Vegas, 
began to affect Japan, where entrepreneurs were quick 
to set up pachinko parlours to provide similar facilities for 
Japanese addicts. Japan’s government quickly stepped in, 
however, and limited the amount which could be staked 
to very small amounts, so that the player now has to put 
in a great many man-hours in order to slot away his week’s 
wages. 

In Britain, the level of the highest wins in football 
pools was reduced when the number of drawn games in 
the average league programme increased, following the 
tendency to more defensive styles of football. Since stakes 
are attracted by the glamour of really large wins, a reduction 
in the top prizes (but a corresponding increase in the total 
number of prizes) led to a reduction in the total stake money. 
The pool promoters reacted by introducing a sub-division 
of draws into score-less and scoring draws, awarding the 
latter more points. Prize money then increased (to a recent 
record top prize of more than £500,000) and stake money 
has increased correspondingly. (It may be recorded that a 
governmental ploy by which the maximum prize for 
premium bonds was increased to {£50,000 was successful 
in generating a substantial increase in that form of 
‘investment’.) 

A suitable subject for social research would be to try to 
discover when, say, weekly receipts of the pool promoters 
decline because of the absence of large wins; or, because 
of the absence of league football in the summer months, 
what happens to the money which is not then staked. 
Only the really dedicated all-round gambler is likely to 
map out a fixed weekly or monthly sum for gambling, 
which he will switch from pools in the winter to flat- 
racing in the summer. It is conceivable that when a football 
pool addict loses some of his enthusiasm for this form of 
gambling, some of the non-staked money may find its way 
into the ordinary household budget. 

Statutory limitation’ of the amount which may be paid 
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out as a pools dividend may not be practicable, but it would 
be perfectly practical to levy a graduated windfall tax on the 
excess of a win over £ 50,000 — if that figure were chosen as 
the largest permissible ‘respectable’ win in a society that 
seeks to be reasonably egalitarian. The tax would probably 
have to apply equally whether the win belonged to an 
individual or a syndicate, so as to prevent avoidance or 
evasion by individual betters pretending to be syndicates. 
The object of the tax would not be so much to earn 
revenue as to limit the rewards from gambling; it would be 
consistent with surtax, capital gains tax, and death duties 
which also are intended to reduce disparities in wealth. 
If the result was a reduction in the total resources devoted 
to gambling, this would itself have an equalizing tendency 
because the sums so devoted are themselves designed to 
promote disparities in wealth by means of regressive 
levies on those who participate. 

It may be objected that a tax of this kind would dis- 
criminate against particular forms of gambling, 1.e., those 
which demonstrably produce large prizes, whereas habitual 
small-scale gamblings in betting shops or on the track 
or in bingo sessions would escape attenton. ‘These forms of 
gambling at lower odds do not, however, produce the 
disparities in wealth which a government’s fiscal policy, 
inter alia, aims at reducing; and though they involve a 
tremendous economic waste in return for a limited measure 
of enjoyment, experience has shown that state discourage- 
ment is best limited to a sales tax type of levy on stakes, 
which at least reduces somewhat the odds available and 
hence the attractiveness of the gamble. 

It is worth noting, however, that the US subjects all 
types of gambling and lottery wins to ordinary income tax, 
as well as applying a 10 per cent betting tax to the stakes 
in horse-race betting. Gambling losses are, however, 
allowable only against any gambling gains made in the 
year the losses are incurred and withholding of income tax 
at a flat rate from wins is employed as an administrative 
measure. 


Capital gains tax 

Although capital gains tax is usually regarded as an adjunct 
to income tax in that it taxes gains which are outside the 
scope of income tax, the tax may operate almost as a wealth 
tax (on the conversion of wealth from one form to another, 
e.g., the sale of property for cash, or its exchange for another 
form of property where no roll-over relief is available) 
where the current monetary value of a long-held asset is 
largely made up of the devaluation factor and no monetary 
correction adjustment is provided in the tax code. This 
position has not yet been reached in Britain, since long- 
term gains have only been taxable for seven years; but 
there is already the anomaly, previously referred to, where- 
by no relief is available when gains tax has been paid 
shortly before death on the realization of assets, the sums 
realized (after tax) being then chargeable to estate duty. 
If the realization had not taken place the total tax duty 
liability would have been less. 

If provision were made, however, for an offset of gains 
tax against estate duty, in respect of assets realized within, 
say, three years of death — the period sometimes used for 
aggregating gifts subject to death duty with a consequential 
offset of gift tax against estate duty, this would be con- 
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sistent with a concept of gains tax as a charge upon wealth. 
Such relief would go a little of the way to ameliorating the 
more general anomaly whereby realized capital gains are 
taxed while unrealized gains are not taxed. 

If capital gains tax were modified so as on the one hand 
to remove the anomaly of taxing decreases in the value 
of money (by allowing ‘monetary correction’ relief) while 
on the other hand increasing the tax rate by graduation, 
with suitable spreading relief for the period of accrual, 
the tax would more closely resemble an income tax (though 
the anomaly of unrealized gains being tax-free would 
remain) and there would be less of a case for some offset 
against death duties. 


Windfalls 


The British tax structure, while taxing income and capital 
gains, does not bring within the tax net certain ‘windfall’ 
incomings such as lottery or gambling prizes or pool wins, 
and merit awards such as benefits to county cricketers, 
‘accolade’ awards to World Cup footballers (Moore v. 
Griffiths, The Accountant, April 20th) and special prizes 
such as Nobel prizes, Stalin peace prizes, and other prizes 
in artistic and sporting circles which are not normally 
regarded as income for tax purposes. 

Wins or prizes in gambling activities are usually subject 
to the indirect taxation of a levy on the stake money and 
so are not received entirely tax-free. On the other hand, 
there 1s probably a good case for taxing merit awards 
which are outside the tax system at present. Although there 
may be an emotional feeling that those of exceptional merit 
should be allowed to enjoy, untaxed, their special and 
exceptional rewards, it has never been a feature of the 
British income tax system that the income from unpleasant 
or hazardous jobs or meritorious work should receive 
special treatment. ‘The soldier under fire, the fisherman 
trawling in icy and stormy seas, the coal-miner, the diver, 
the oil-rig worker, and the genius toiling in a draughty 
garret are equally taxable with the office worker or the 
parson in a peaceful parish. 


Possible developments 


One danger of raising rates of capital gains tax, even with 
due allowance for monetary devaluation, is that owners of 
developable land, or of real property that needs re-develop- 
ment, will hold off the property market and cause an 
artificial shortage, resulting in excessive prices for building 
sites. The danger is perhaps not so great (a) where re- 
sponsible local authorities are prepared to use their powers 
to requisition land where development is being slowed 
down, and (b) as more and more development is undertaken 
by limited companies which pay corporation tax on their 
net profits (so that capital gains taxation becomes of less 
importance as a factor impinging on property development). 

Some degree of graduation seems to be a possible 
development of closer association with Europe which no 
doubt will lead to increasing pressures to reduce the top 
rates of income taxation and death duties, as well as to 
introduce relief for monetary devaluation in the compu- 
tation of capital gains. The rates of tax on capital gains 
are never likely to be as high as those applied to the income 
of individuals because allowance has to be made for the 
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‘bunching’ factor. Although in theory bunching could be 
dealt with by taxing gains as ordinary income with allow- 
ances for some sort of top-slicing relief, it is difficult to 
envisage this being done because of the administrative 
problems where a gain has accrued over a very long 
period. - 


Conclusion 


The writer takes the view that, on balance, estate duty is 
to be preferred to inheritance tax as a method of taxing 
assets passing on the death of an individual. This view is 
modified to the extent that there is a case for special 
relief for a surviving spouse (now introduced in Britain) 
and for dependent children where a parent dies pre- 
maturely. , 

If, as appears inevitable, the top rates of taxation o 
income and the transmission of assets on death are materially 
reduced to harmonize with taxation in EEC,! there will, 
perhaps, be a stronger case for regarding death duties 
as a deferred surtax or surcharge on wealth or its income 
product, rather than to go all the way to the logical con- 
clusion of the inheritance concept by applying graduated 
tax to the aggregated incomings of all kinds, whether 
capital or income, of the same taxpayer. 

The lack of good reasons in economics or equity for 
widely-varying tax rates on beneficiaries according to the 
degree of consanguinity seems to favour retention of an 
estate duty system (with lower rates of duty and additional 
reliefs) rather than a switch to an inheritance or succession 
tax with only minor tax rate differences between categories 
(such as seems to be envisaged in the sample net tables 
quoted in the Green Paper on “Taxation of Capital on 
Death’).. 

It has been suggested, however, that there are various 
pertinent matters worthy of study regarding the economic - 
consequences of capital taxation which ought to have a 
bearing on the levels of exemption and of tax rates. It has 
also been suggested that a measure of taxation of the larger 
gambling wins would be consistent with the existing re- 
distributive elements in the tax structure without being 
likely to produce undesirable side-effects. Some modi- 
fications of capital gains taxation appear to be desirable in 
the longer term, but these changes and possible taxation of 
gambling wins are not suggested as stepping stones towards 
a general system of taxing all incomings. 

At present there is no ‘official’ means in Britain whereby 
a taxpayer may arrange to prepay death duties on par- 
ticular assets which he is anxious that his heirs should 
inherit intact. He may instead enter into some kind of 
insurance arrangement, or resort to tax avoidance. To 
provide a system of prepayment, or an option to pay an 
annual substitute death duty might, therefore, suit the 
taxpayer's purpose, remove one incentive to tax avoidance, 
produce a modest additional flow of revenue during a 
transitional period, and make good economic sense. 


1 Thus, at a conference on Common Market taxation in London in 
1962, sponsored by the International Fiscal Association, Professor 
Neumark pointed out that wealth taxes and estate duties did not form 
as important a fraction of tax revenues in EEC countries as thé¥ did in 
Britain, where estate duty at that time provided 3:5 per cent of:overalh 
tax revenue. Against this background, he said, Britain’s entry into EEC 
‘could not be imagined without a noticeahle lowering ‘of her présent 
estate duty’. Vë: éi a A e e 
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Valuation for Insurance 


by OUR INSURANCE CORRESPONDENT 


During the past few years, the insurance industry has been undertaking something 
of a campaign to persuade policyholders to increase sums insured to realistic figures. 
So far, however, despite penalties, they do not seem to have been particularly successful. 


NE of the chief ways of bringing home the importance 

of correct insured values has been the imposition of 
average clauses in all commercial and industrial policies. 
For a long time, the use of universal average in fire in- 
surance has been a common practice abroad; in Britain, it 
had been applied for many years to numerous industrial, 
warehousing and commercial premises. Nevertheless, when 
universal average was brought in, it immediately applied 
for the first time to many properties. 

The practical effect of average — meaning, in this context, 
sharing the burden — is that, in the event of a claim, the 
policyholder is able to recover only that proportion of his 
loss which the amount of his policy bears to the total value 
of the property covered at the time of the loss. Where there 
are several items of property insured, average is applied 
separately to each item of the policy. 

Among exceptions to the otherwise universal application 
of average is any building occupied solely for private 


residential purposes, and household goods and personal - 


effects in it or which are privately owned and insured in the 
name of the owner in a building occupied for trade purposes. 


' Insurers’ safeguard 


Nevertheless, although average is not included in house- 
hold policies, insurers have a safeguard. For instance, 


virtually all companies require the proposal form for a- 
household policy to incorporate a declaration, warranting 


that the full value of the property is being insured. This 
then forms part of the contract. Some insurances go so far 


as to bind the policyholder to maintaining the sum insured ` 


at the correct figure in the future. 


Where there is a warranty of this kind, and under- : 


insurance is proven, the insurers have two courses open to 
them — to repudiate the claim completely or to pay in full. 
Often, in practice, insurers repudiate the claim and then 
make an ex gratia settlement for much the same figure as 
would have been paid if average had applied. 

Commercial and industrial undertakings with large sums 
at risk often consider that theyare entitled to special terms 
from insurers, but one eminent insurance man tried to 
show that this is not justified. As an example, he took as the 
‘unit’ a normal-sized building which would have existed 
30 years ago. In some circumstances it would not be un- 
usual, at the present time, to find a building of com- 
paratively recent erection, covering under one roof, and 
with no fire separation, up to eight such units. He added 
that the risk being undertaken by insurers is brought into 
perspective if one considers that, whereas one fire in the 
standard unit could have destroyed no more than that unit, 


a similar fire under present circumstances could destroy 
eight times that standard unit. He felt it was reasonable to 
assume that the possibility of a fire breaking out is now 
eight times as great. Thus, because there are eight units 
under one roof, instead of each unit being subject to the 
risk of one fire, each unit is now subject to eight potential 
fires, and all eight units could be destroyed. He did not 
suggest that the rate of premium should be 64 times, or 
even eight times, the original rates; but he did say that it 
was ridiculous for insurers to reduce the rate for a large 
risk. 

Although that may be perfectly logical, in the past 
insurers have agreed to reduce rates in various ways for 
large risks. For instance, a policy can be issued for a 
limited sum without the customary average clause. This is a 
first loss policy, providing full cover up to a specified sum 
for any loss. Even so, a form of average clause may be 
incorporated, so as to make sure that insurers are advised 
of the full value, and can calculate the premium to charge. 

One can take the view that, if a large building is insured, 
it is most unlikely that the whole of it could be destroyed. 
Insurance, therefore, can be arranged to provide cover up 
to a sum which is considered to be the maximum amount 
which could be reached by any claim. 

The difficulty lies in determining at the outset for what 
figure the insurance should be arranged. In the first place, 
the lower is the sum insured, the lower will be the premium, 
although not necessarily in direct proportion. Secondly, if 
a claim should exceed the sum insured, the amount in 
excess of the sum insured will be at the insured’s own risk. 

One way of tackling this problem is to think of the 
+ highest loss which could be expected from fire, and then 
to allow a fairly substantial safety margin — although there 
have been fires in the past which have proved all estimates 
of this kind to be wrong. 


First loss policy ` 


It may sometimes be possible to arrange a first loss policy 
for a comparatively low sum, reinforced by a second policy 
(possibly with different insurers) to cover the excess above 
the initial figure. In certain circumstances, this may prove 
slightly cheaper than insuring the property for its full value 
under one policy. 

When insuring on a ‘full value’ basis, the value for 


_ insurance purposes will almost certainly be different from 


any value which may be placed on the property for other 

purposes. Naturally, however, much depends on the type 

of property, and also the type of insurance policy. 
Although the aim of an insurance policy is to provide a 
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fair indemnity, this may not be achieved if a claim for total 
loss is settled on the basis of the market value; for the 
buildings may have been of very much more value to the 
insured than the market value. If the indemnity is to be 
fair, the value should be based on the cost of replacement, 
rather than the figure for which the property can be 
realized. After all, with many buildings (and also plant), 
replacement value may be considerably in excess of the 
market value. , 

If, however, property has been allowed to deteriorate, 
insurers may not be prepared to settle a claim on a basis 
which could place the insured in a substantially better 
position than that which he occupied before the damage 
was caused. 

It has been argued that a fire insurance policy is simply a 
contract of indemnity which undertakes to place the 
insured in the same position after a fire as he was im- 
mediately before it — in so far as this is possible in pure 
monetary terms. Thus the limit of liability of the insurers 
in the event of loss is the sum insured. No payment 
beyond this figure will be made, irrespective of reinstate- 
ment costs or market value. If, however, an insured can 
purchase a similar (and equally suitable) property for less 
than the cost of replacement, the principle of indemnity is 
satisfied. 

-The complications are likely to be so great that this could 
not be put into practice. In any event, when thinking of the 
purchase of new property, the cost shauld make an allow- 
ance for the salvage value of the old premises, and all legal 
and incidental costs in connection with both the purchase 
of the new property and the sale of the old one should be 
taken into account. 

The fact that a site may be of considerable value is 
important from the insurance point of view. With the 
possible exception of earthquake, none of the perils 
enumerated in the normal form of policy could destroy an 
actual site on which any property stands. It is pointless, 
therefore, for the value of the site to be included in the 
overall sum to be insured; generally, the most sensible 
arrangement is for the sum insured to be based on the 
actual cost of rebuilding in the event of total loss. 

If not already included in the policy, two other items 
should be added, namely the cost of removing the debris of 
the damaged property and the cost of the fees which would 
be payable to the architects and surveyors in connection 
with the property. 


Insuring contents 


Difficulties over values for insurance purposes are not 
restricted to buildings. They also apply to the contents of 
premises and goods or stock in the open. When fire 
insurance is being arranged, it can be worth while to 
discover whether any class of goods is absolutely im- 
pervious both to fire and water used for extinguishing a 
fire — in the long term, as well as the short term. 

Should, by chance, any goods fall into this category 
without any doubt, it could be worth while trying to arrange 
for them to be excluded from the cover provided by the 


policy. Clearly, however, to exclude anything in this way, 


it is essential that it should be accurately defined in the 
policy. 
Sometimes it is suggested that there is no need to insure 
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the foundations of industrial premises. 'The argument is 
put forward that they will not be damaged seriously by fire. 
This, however, overlooks the fact that the new building is ` 
unlikely to be exactly the same as the one which was 
destroyed. In any event, it should not be assumed that the 
foundations remaining after a serious fire will have any 
structural value. 

It is becoming fairly common for the reinstatement 
basis of settlement to be used for industrial buildings and 
plant, although it cannot normally be used for stock-in- 
trade. The basis of this form of settlement is that the 
insurers meet the cost of rebuilding or replacement in a 
condition similar to that existing when the property was 
new. 

There is, however, no necessity for the premises to be 
built in the same way as before, nor need the new building 


be erected on the same site. New plant which is bought 


need not be of the same make or capacity as the plant which 
was damaged. 

It should not be thought that this is an easy way to make 
a profit from an insurance policy. Although flexibility 
is allowed under the terms of the policy, a company which is 
insured is obliged to make itself responsible for any 
expansion which takes place at the time of the reinstatement. 
Incidentally, merely because a policy has been written on 
this basis does not mean that it is obligatory upon an in- 
sured to reinstate; should it prove more convenient, a 
financial settlement can be arranged on the indemnity 
principle. In this case, the settlement would be based on the 


value of the property destroyed at the time of loss. 


Replacement or indemnity 


Although the indemnity basis may appear to be fair in 
principle, in practice it is usual for an insured to be re- 
quired to contribute towards the cost of replacement. This 
may not be easy in the case of a large fire, when the contri- 
bution needed may be large. There are, therefore, sub- 
stantial advantages in insuring on the replacement basis. 

Often a valuer can give useful information on which a 
decision can be taken regarding the basis of insurance to be 
adopted. For instance, a valuer may know that a major 
piece of plant is made to order and has a long delivery 
date, whilst second hand plant is readily available and 
probably would be used in the event of a loss. Where 
information along these lines is provided, it may be decided 
that the cover should be on the indemnity basis. It must be 
remembered, however, that, if reinstatement does not take 
place, the payment will be restricted to the depreciated 
indemnity value. 

Plant and machinery should be carefully scheduled and 
described, so that correct details are available if it should be 
necessary to make a claim. The inventory should contain 
current values, including all delivery and installation 
charges, foundations, piping, cabling and equipment. 
Where machinery is imported, the duty should be included. 
Other people’s property for which there is liability should 
be included, such as post office telephones and teleprinters, 
supply authority equipment and meters, hired machinery 
and employees’ property. 

Often, in the past, insurances have been based on 
historic costs with, perhaps periodic percentage adjust- 
ments. This arrangement, however, may well prove to be 
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inaccurate. Whilst indices can be informative over a wide 
range, discretion needs to be exercised in their use. 

Legally, it is for an insured to provide proof of loss. 
This is easily achieved if a valuation exists. The onus of 
proving under-insurance before applying average is on the 
insurers through their adjusters. 

Making a valuation in retrospect could be an expensive 
undertaking. Since a carefully-maintained professional 
valuation would obviate this expense, it has been suggested 
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that insurers should give a premium discount where such a 
valuation exists. There would be the double advantage for 
insurers in that premiums would be calculated on correct 
amounts, and lower claims expenses would be incurred. 

It is often suggested that there should be a revaluation 
every 12 months, in view of rising costs. It is at this stage 
that any additions or disposals can be considered. 

Periodically, the entire inventory should be checked. An 
interval of about five years is often suggested for this. 
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Associated Newspapers Group Limited v. 
Fleming 

In the House of Lords 

May ob, 1972 

(Before Lord Rem, Lord Morris or Borru-y-Gest, Lord 
Drock, Lord SIMON oF GLAISDALE and Lord KILBRANDON) 
Income tax — Publishing of newspapers — Expenses — Hospitality 
to informants and contributors — Whether business entertainment — 
Whether exempt — Income Tax Act 1952, section 49 — Finance 
Act 1965, section 15. 


The company carried on the business of publishing the Daily 
Mail, the Evening News and Weekend. It also syndicated news 
items, feature articles and other copyright material published 
in those periodicals. In the course of getting information the 
company incurred expenses in the provision of hospitality in 
the form of meals of drinks or both for infòrmants and con- 
tributors, and some of this hospitality was paid for by the 
company’s employees, and was reimbursed by the company 
. to them. Experience had shown that the provision of hos- 
pitality assisted the company in obtaining information and in 
encouraging existing or potential contributors to provide, or 
continue to provide, material for the business. 

The company was assessed under Schedule D for 1965-66, 
and it claimed to deduct £67,143 for the above purpose. Nearly 
two-thirds of the £67,143 represented the reimbursement of 
employees for money paid by them in providing hospitality, 
and a little over one-third consisted of payments to senior 
employees of round-sum allowances for the purpose. 

It was contended for the Inland Revenue that the sums in 
question were non-deductible pursuant to section 15 of the 
Finance Act 1965. It was contended ‘for the company that the 
sums in question were excepted from the section by the words 
in section 15 (9) ‘expenses incurred in... the provision by any 
person of anything which it is his trade to provide’. The 
Inland Revenue contended that these words were confined to 
the providing of things immediately provided by persons 
whose business it was, as in the case of caterers, to provide 
entertainment. The Special Commissioners decided in favour 
of the company. 

Held (confirming the decision of the Court of Appeal): the 
company’s business wae to provide newspapers, not entertain- 
ment, and the expenses in question were not deductible: 


Moore v. Griffiths: Hurst v. Griffiths 


In the High Court of Justice (Chancery Division) 
March 22nd, 1972 
(Before Mr Justice BRIGHTMAN) 


Income tax — Schedule E — Professional footballer — World Cup 
Competition — Victory by team — Bonus from Football Association — 
Prizes from manufacturing company — Whether these sums 
assessable — Income Tax Act 1952, Schedule E — Finance Act 
1956, section To, Schedule II, paragraph r. 


Mr Robert Frederick Moore, better known as Bobby Moore, 
was the captain of the team which in 1966 won the Association 
Football World Cup for England. Mr Moore was under contract 
to play in the team, and he received a salary from the Football 
Association. Before the date of the match the Committee of the 
Football Association resolved ‘that a bonus of {22,000 be paid 
to the members of the England team in the event of their 
winning the World Cup’. Members of the. England team were 
made aware of this resolution after the World Cup had been 


‘won, and they decided amongst themselves to ask that the 


£22,000 be divided equally between the 22 players in the 
World Cup squad, although not all played in the World Cup 
games, irrespective of the matches in which they played. Mr 
Moore received from the Football Association the sum of £ 1,000 
‘as a bonus’. No tax was deducted from the £1,000. 

Nicholas Products Limited, which manufactures bath. salts 
under the trade name of ‘Radox’ announced in the ‘press, 
before the World Cup Competition took place, that it would 
award three prizes after the competition ended, to be divided 
as follows: £500 for the best player in the competition, £250 
for the player scoring the most goals and £250 for the best 
England player. After the World Cup competition took place 
Mr Moore was awarded the prize of {500 and a further prize of 
£250 for being the best England player. He did not know of the 
proposed award of these prizes until after the termination of the: 
World Cup competition. He had never had any other dealings 
with or connection with Nicholas Products Limited; and he had 
not received any prize money from any other source as a result 
of the World Cup Competition held in 1966. 

Mr Moore was assessed to income tax under Schedule E in 
respect of all three sums. The General Commissioners confirmed 
the assessment as to the £1,000 on the ground that it had ac- 
crued to Mr Moore by way of his employment irrespective of his 
personal qualities or circumstances, and therefore constituted 
neither á gift nor a téstimonial on grounds personal to him, 
but as an emolument within paragraph 1 of Schedule II to the 
Finance Act 1956. The General Commissioners also decided 
that the £500 and the £250 were not assessable, in that these, 
sums were in the nature of a gift or testimonial pn grounds 
personal to Mr Moore. I 

Held: the £1,000, together with the £ 500 and £256, was not 
subject to income tax. 

The appeal of Mr Hurst was also allowed for the. same. 
reasons. es fe 


THE 
June ist, 1972 


FINANCE AND COMMERCE 


ACCOUNTANT 


725 


New Horizons for Slater, Walker 


HETHER this week’s reprint of the accounts of Slater, 


Walker Securities is a continuation of this column’s 
series of the accounts of leading British companies, or an 
interruption of it, is hereby left for readers to decide. But there 
is no disputing the size of the Slater, Walker Securities or- 
ganization or the dramatic pace of its growth. More than that 
there is no disputing the brilliance of management which has 
achieved such a degree of growth and which has lately changed 
the entire shape and style of the enterprise. ` 

It is a mark of the Slater, Walker success, and in particular 
the success of Mr James Slater, F.C.A., himself, that the group's 
startling career has attracted imitation rather than despair, 
and respect rather than envy. Another mark is that Mr Slater 
is referred to as ‘Jim Slater’ by almost all, and certainly by 
sundry. 

Like most other experts, Mr Slater has made the improbable 
certain and the difficult routine. Those of his imitators who 
have been successful have mainly been his pupils. Slater, 
Walker Securities has equity interests in some of them and 
during Slater, Walker’s industrial development days the pupils 
sometimes shared if not the spoils of the take-over war then some 
. of the crumbs from the master’s acquisitive meal. 


Changed direction 


In City terms the remarkable thing about the Slater, Walker 
development is that the more Slater, Walker has turned the 
financial world inside out, the greater the respect the City has 
shown. Other men ruling other financial empires have outwardly 


done the same as Mr Slater but have only succeeded in alienating. 


City opinion — and with it public opinion — in the process. There 
are ways of doing things and the City will even accept out- 
rageous things if they are done the right way with flair and with 
honesty. 

' Basically Slater, Walker’s success has depended on two things 
_ other than the founder’s own ability — the under-employment 

of assets in British industry and the existence of a highly 

sophisticated market in securities. The second has been the 
means of acquiring assets and also subsequently of releasing 
them. There can naturally be all kinds of argument on the 
subject of whether it is right and proper that apparently viable 
businesses should be torn apart, their cash flesh removed, their 
skeletons remoulded, their cannibalized bodies given a new 
kind of life, their released funds used to propagate new invest- 
ment and the whole made possible by the use of a market 
designed for some loftier purpose. 

This column does not intend to get embroiled in that argu- 
ment. It merely records that for Slater, Walker Securities 1971 
was a year during which a major change of emphasis and of 
direction for the group was achieved, with the substantial 
reduction of industrial interests and the concentration of 
effort on banking, investment, property, insurance and overseas 
activities. 


Out of industry 


As Mr Slater recounted in his statement with the 1971 report, 
‘during the last three years a tremendous amount of work and 


energy has been channelled into disposing of our direct in- 
dustrial interests’. In 1971 rubber and plastics interests were 
offered to the public under the name of Allied Polymer Group, 
and the metal window and engineering interests were merged 
into one company, Crittall-Hope Engineering, which was a 
subsidiary at the end of the financial year but in which the 
Slater, Walker interest is now less than 50 per cent. 

All the energy and effort spent on divesting the company of 
its industrial interests is now being channelled into further 
development in the newly chosen business areas. Banking, 
investment, property and insurance, Mr Slater points out, all 
inter-link with finance as the strong common theme — ‘none 
of these areas is labour intensive, all are expanding and all 
should benefit greatly from Britain’s entry into the Common 
Market’, 

Some may consider it salutary that after deliberation and 
consideration of the British economic prospect those in charge 
of the direction of the Slater, Walker investment force should 
decide that British manufacturing industry is not the place for 
growth investment but that finance in its various forms 1s. 
Possibly those who lugubriously view Britain’s future in terms 
of some European off-shore banking and financial dealing 
country with optional tax haven, airstrip facilities will think 
the worst. 

But there is an awful lot of British manufacturing industry 
left and much of it efficiently and purposefully managed. On the 
other hand, if there is going to be continued inflation at the 
present pace, then investment to be successful should be con- 
centrated in those areas which are towed by the inflationary tide 
and do not row against it. 


Overseas 


Those with a jaundiced view of British prospects will also note 
that Slater, Walker’s overseas interests vare an increasingly 
significant part of the group's business. The total market value of 
overseas investments, largely in South Africa, Canada, Australia, 
Singapore and Hong Kong was over £54 million at the end of 
last March. The local investing public in each country has been 
given the opportunity to participate. 

The reasons are made clear by Mr Slater: “This is obviously 
an important thematic policy which we will endeavour to follow 
in all countries to which we extend our activities. It has the 
added benefit of helping us to overcome local borrowing re- 
strictions which frequently favour increased local participation.’ 
As yet there is no particular development in Europe but several 
possibilities are being explored. ‘Europe’, Mr Slater says,‘is 
now a prime objective.’ 

Meanwhile, there is considerable clearing up and rearrange- 
ment still to be done, and the extent to which that has already 
been accomplished this year is sown in the difference between 
the December 31st balance sheet and the pro osa March 
3Ist account. 

Examining the effects of this change, Mr Slater comments that 
it is important for shareholders to realize that because of the 
change in group activities, pre-tax Droits are becoming less 
important as a measure of the group’s progress whereas 
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profits after tax and minority interests are now increasingly 
significant. 

The pace of development in the new Slater, Walker fields is 
dramatic. In investment banking, corporate finance fees rose 
by 80 per cent last year and substantial growth has come from 
acquisitions of significant stakes in companies for which 
Slater, Walker act as advisers. Slater, Walker Investments now 
manages funds worth well over {200 million. Slater, Walker 
Insurance owns the Pioneer Life Assurance and Blackburn 
Assurance companies and a 43 per cent stake in quoted in- 
surance brokers Wigham-Richardson & Bevington. In property, 
Slater, Walker has shares in three quoted property companies 
valued at £8 million and direct property investments of over 
£20 million. 


Stock Exchange Listing Agreement 


MENDMENTS made by the Stock Exchange to the 
Listing Agreement for quoted companies could well have 
been made with the accountancy bodies collectively looking 
over the Stock Exchange Council’s shoulder. Companies 
seeking or needing to maintain a Stock Exchange quotation 
must henceforth circulate with the annual report ‘a statement 
by the directors as to the reasons for adopting an alternative 
basis of accounting in any case where the auditors have stated 
that the accounts are not drawn up in accordance with the 
standard accounting practices approved by the accountancy 
bodies’. 
This new looking requirement and complete support for the 
enhanced standards of accounting practice is as welcome as it 
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is important. The tightening up procedure in the Listing 
Agreement (which used to be called the “General Undertaking’) 
concerns the speeding up as well as the accuracy of reporting - 
both to shareholders and to the Stock Exchange. Disclosure 
of interests of 10 per cent or more of voting capital must be 
notified ‘without delay’ and the permitted time limit for issuing 
the annual report and accounts is reduced to six months follow- 
ing the end of the accounting period. 

After that the company must notify the Quotations Depart- 
ment explaining the delay and indicating when publication is 
expected. The Council may, at their discretion, withdraw the 
listing of securities of companies which fall seriously behind 
in the issue of accounts. 

Other new listing requirements include, in the case of an 
investment trust, a statement showing the status of the company 
under the provisions of the Income and Corporation Taxes 
Act 1970, and for all companies’ particulars of any arrangement 
under which a shareholder has waived or agreed to waive any 
dividends. 

Another requirement is that the company must procure that 
any service contract granted by the company or any subsidiary 
to any director, or proposed director, not expiring or deter- 
minable within ten years by the employing company without 
payment of compensation (other than statutory compensation) 
must be made subject to the approval of the company in general 
meeting. 

The amendments are due for confirmation by the Council 
on Monday, June 5th, and then a letter will be sent to all 
quoted companies asking them to place the necessary resolution 
to adopt the new Listing Agreement before the first convenient 
board meeting, and in any case not later than September 3oth, 
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CONSOLIDATED PROFIT AND LOSS ACCOUNT 





SLATER, WALKER SECURITIES LIMITED AND SUBSIDIARIES 
For the year ended 31st December, 1971 











1970 
£ E ° 
11,672,716 Profit of the Company and its subsidiaries after transfers to inner reserves of a banking subsidiary (Note 1) 14,732,922 
488,068 Share of profit of associated companies 1,551,661 
12,160,784 Profit for the year before taxation 16,284,583 
Deduct: Taxation on profit for the year 
2,508,648 Corporation tax 4,324,369 
(64,997) Double tax relief (36,951 
1,214,568 Overseas tax 747,976) 
1,837 Associated companies 624,476 
3,880,056 ——_—_- 5,659,870 
8,280,728 Profit for the year after taxation 10,624,713 
912,088 Deduct: Minority interests 1,113,196 
7,368,640 Net Profit of the Group 9,511,517 
Deduct: Dividends of Slater, Walker Securities Limited 
193,408 Preference 193,408 
1,439,312 Ordinary: Interim 4,699,153 
2,159,694 Final 2,618,711 
3,791 814 — —Ü'o|T.. 4,511,272 
3,576,826 Profit retained 5,000,245 
6,022,633 Undistributed profits brought forward 8,641,627 
= Loss on exchange on undistributed profits (94,881) 
(554,695) Actributable to subsidiaries disposed of in year (1,414,034) 
111,448 Prior year adjustments 192,23 
(514,585) Capitalisation of undistributed profits — 
5,964,801 — 7,324,947 
Undistributed profit carried forward 
1,686,114 The Company 2,758,593 
6,875,290 Subsidiaries 8,974,485 
80,223 Associated companies 592,114 
£8,641 ,627 £12,325,192 
e The notes on pages [728-730] form part of this account, 
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CONSOLIDATED BALANCE SHEET 
SLATER, WALKER SECURITIES LIMITED AND SUBSIDIARIES at]31st December, 1971 
1970 i 1970 
£ £ £ £ , £ £ 
15,362,103 Share Capital (Note 3) 16,457,183 | 29,210,184 Fixed Asset (Nore 8) 9810371 
Insurance Companies at Cost 
27,126,563 Reserves (Note 4) 43,886,486 1,052,077 {Note 9) 14,283,755 
51,130,293 72,668,861 Investments at Cost 
13,463,705 Quoted in United Kingdom: 19,128,700 
33,347,139 Unsecured Loan Stocks (Note 5) 45,130,001 Market Value £23,957,674 
(1970: £12,567,686) 
3,544 ,304 Loan Stocks of Subsidiaries (Note 6) 6,1 32,051 9 044,528 Quoted outside United Kingdom: 596,794 
Market Value £560,778 
7,955,054 Minority Interests 14,576,912 {1970; £6,706,372) 
: 5,103,585 Unquoted: Directors’ Valuation 2,343,418 
Corporation Tax and Deferred Ve š i 
1,418,923 Taxation {Note 7) 4,01 { 97 27.611.218 £2,756,740 (I 770: £5,402,239) 22,068,912 
Current Assets 
Current Liabilities Stock and work in progress at š 
Credi tors, d ep sits an 4 ¿Ë ore 18,087,055 costand net realisatie value 12,808,554 
term loans (Note ecure 
71,978,715 fi 044 739. (1 970: £2, 888 549) 124,724 5569 74,31 2,842 Debtors, loans and advances 701 ,063,042 
— Properties held for resale 7,986,664 
3,823,924 Current taxation 1,567,344 
7,317,839 Investments: Value £33,650,979 27,203,797 
Bank overdrafts " {1 970: £8,01 2,535) (Note 1 1) 
é,798,867 Secured: £31 209. {1 979: £398,558) 11,117,904 ¢ 23.191.576 Bank balances and cash 39 477.344 
1229009312 ———— ——— 188,239,401 
2,159,094 Proposed final dividend 2,618,741 
84,760,600 — — 140,025,528 J. D. SLATER 
Directors 
IOHN FORD 
£182,153,315 £279,544,950 | £182,153,315 £279,544,950 
The notes on pages [728 to 730] form part of these accounts. 
PRO-FORMA UNAUDITED CONSOLIDATED BALANCE SHEET 
SLATER, WALKER SECURITIES LIMITED AND SUBSIDIARIES 
(See Chairman’s Statement, page 6) 
É £ £ £ 
Share Capital 16,457,000 - 
Fixed Assets 14,573,000 
Reserves 55,294,000 
Undistributed Profit 13,467,000 | Insurance Companies Tee 
85,218,000 | Associated Companies 50,331,000 
Unsecured Loan Stocks 55,130,000 [aveetimanta at Cost 
Loan Stocks of Subsidiaries 670,000 de pags 
Minority Interests in Subsidiaries 393,000 — 22,813,000 
Corporation Tax and Deferred Taxation 4,323,000 Current Assets 
Stock and work in progress at lower of cost and net 
Current Liabilities realisable value 1,212,000 
Debtors, loans and advances 96,634,000 
Creditors, deposits and short term loans 116,143,000 Properties held for resale 7,987,000 
Current taxation 1 274. ‘000 Investments at lower of cost, market value or 
Bank overdrafts 6,652,000 valuation 23,045,000 
Proposed final dividend 2, 619,000 Bank balances and cash 41,637,000 
antenna 126,788,000 ——— 170,515,000 
£272,522,000 £272,522,000 





The above figures are based on the audited consolidated balance sheet at 31st December 
1971, adjusted to give effect to the following material changes since that date:— 
(1) Crittall-Hope Engineering Limited and Slater, Walker Securities (South 
Africa) Limited have ceased to be subsidiary companies. The Group’s in- 
vestments in these companies are included above under the heading “‘As- 
sociated Companies” ac their market value at 34st March, 1972. 
(2) The formation of Slater, Walker Dual Trust Limited. 


(3) The issue of a further £10,000,000 of 99% Unsecured Loan Stock 1991/1996 


for cash. £9 


,000,006 of the consideration will not be received until 30th June, 


1972, and is therefore included above under the heading “‘Debtors, loans 


and advances”, 
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City Notes 


E of the stock-market by the Watney Mann 
take-over battle has taken attention away from the point 
that the equity market has temporarily lost its way. It has not 
only been led astray by the take-over fixation but by the heavy 
fall in the gilt-edged market where sellers reckoned without 
the non-intervention of the Government broker in these days 
of monetary near free-for-all. 

Equity buyers who have picked up stock during the shake- 
out have done so on the basis that there are now more signs, if 


not decidedly concrete evidence, of possible industrial re- | 


expansion in the second half of this year. Various reports from 
industry suggest a better ‘feel’ to markets and that is usually 
the forerunner of better business. - 

Certainly the amount of money being pumped into the 
economic system should have some effect sooner rather than 
later, and the most remarkable point is just how much industrial 
slack is having to be taken up before industry begins to think 
In expansion terms. 

If re-expansion does set in, then the problems associated with 
high-cost wage settlements will be relatively diminished. All 
the same, the equity market is still in a situation where it 
needs evidence rather than indications. 


T is a paragraph in this year’s report of the Panel on 
Take-overs and Mergers that is in the classic strain of the 
shop steward calling a rowdy meeting to order with ‘Belt up, 
let’s have a bit of ! * * * | decorum then’. 

‘The Panel’, the paragraph says, ‘must record its dissatis- 
faction at the quality of some of the exchanges which took 
place in the course of some contested bids during the year. 
There is no proper place for vituperation or vendetta and it 
is the clear responsibility of advisers to take a firm lead in 


repressing emotional outbursts which damage the public 
standing of City institutions in general’. 

Members of the Panel, of course, are not in danger of losing 
their jobs, being thrown on the executive scrap heap, being 
asset-stripped and whatever else. “T'ake-over’ cannot help but 
be in essence a matter of vituperation or vendetta, or both. 


Kä Kä * Kä 


ORE unit trust management groups have joined the 

Association of Unit Trust Managers. Following the 
decision of M & G Securities to join Lloyds Bank Unit Trust 
Managers, John Govett Management and Kleinwort Benson 
Unit Managers have signed on. Between them these unit trust 
groups and companies manage 27 unit trusts. This brings the 
total membership of the Association to over 200 authorized 
unit trusts representing nearly three-quarters of the industry. 
The total value of funds now managed by members of the 
Association is £1,904 million out of a total of £2,419 million 
for the industry. 

Kä Ka Ki ZS 


HE first new Slater, Walker unit trust for nearly a year 

is The Professional Trust, which ‘caters for the man with 
a £5,000-£100,000 portfolio who would like to have it actively 
managed by a proven management team at a reasonable cost’. 
Minimum holding is 1,000 £5 units and the initial charge is 
only 1 per cent, for which the large investor will get the benefit 
of the new rate of internal capital gains tax on unit trusts. He 
will also get what Slater, Walker call ‘an aggressive and flexible 
investment policy’. The Trust, it is said, will not only look for 
undervalued shares but also undervalued markets. It will 
look for overvalued markets as well and ‘the Trust’s investment 
managers will not hesitate to go completely liquid in certain 
markets if conditions justify this’. No limits are set on the 
offer, which expires on June 13th. 


RATES AND PRICES 


Closing prices, Tuesday, May 30th, 1972 


Bank Rate 
Nov. 18, 1967 8% Mar. s, 1970 73% 
Mar. 21, 1968 D Oé April 15, 1970 4%, 
Sept. 19, 1968 za gei E April 1, 1971 6% 
Feb. 27, 1969 8% Sept. 2, 1971 s% 
Treasury Bills 
'Mar. 24 .. £43285% April 28 £,4°2686 % 
Mar. 30 ++ 443142% Mays £42516% 
April 7 = 413365 %, Mayi2 .. .. £42581% 
April r4 -» £43038% May 19 ES -» £4'2708 % 
April 21 . £42890% May 26 .. £43026% 
Money Rates 
Day to day .. 4443% Bank Bills 
7 days .: 45-44% 2 months 42-4 % 
Fine Trade Bills 3 months 43-43% 
3 months .. s—s1% 4 months 42-444 % 
4 months .. 5-54 % 6 months 5-Sie Za 
6 months .. 5-54% ! 


Three Months’ Rates 


Local authority deposits 4% 75 
Local authority bonds” 43 —4£ 
Sterling deposit certificates 4% -5% 
Euro-sterling deposits 54 së 
Euro-dollar deposits .. 4% si 


Finance House Base Rate — June ist, 1972. 5% 


Retail Price Index (16.1.62=100) 161°8 (from 160-3, 15.4.72} 
Tax Reserve Certificates 3.1.72) Personal 34% 
(Company certificates no longer on offer) 

Foreign Exchanges 
New York 2°6123 Frankfurt 8-3012 

Montreal 2°5697 Milan ISIQ'I2 
Amsterdam 8:3825 Oslo I17'1500 
Brussels 11468 Paris 130770 
Copenhagen 18-0887 Zürich 10°0600 

Gilt-edged 

Consols 4% T 434 Savings 3% 65-75 92} 
Consols 24% is .. 27 Treasury 9% 1994 984 
Conversion 34% 373 Treasury 84% 87-90 .. 94 
Conversion 54% 1974 100 Treasury 63% 1976 .. 992 
Funding 34% 99—04 464 Treasury 34% 77-80 .. 80 
Funding 4% 60-90 982 Treasury 34% 79-81 .. 79} 
Funding 54% 78-80 .. 87? Treasury 5% 86-89 .. 71 
Funding 54% 82-84 .. 87 Treasury 54°% o8-12 .. 63} 
Funding 52% 87-91 .. 76 Treasury 24% .. 26% 
Funding 6% 1993 .. 754 Victory 4% .. .. 984 
Funding 64% 85-87 854 War Loan 34% eg. ` St 
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Current Law 





Nioneyiending: Agreement to Compromise 


Le Moneylenders Acts being designed for the protection of 
borrowers, the Courts will not normally allow the statutory 
provisions to be circumvented by a purported compromise. A 
bona fide compromise of a genuine dispute of fact as to whether 
the plaintiff is a moneylender will not, however, be reopened in 
the absence of clear evidence that unfair-advantage has been 
taken of the borrower. 

A borrowed substantial sums from various companies 
controlled by B, and gave cheques in repayment which were 
dishonoured on presentation. In an action by B on the dis- 
honoured cheques, A alleged in his defence that the companies 
were unregistered moneylenders. The evidence was not con- 
- clusive on either side, although both clearly had an arguable 
case, and shortly before the hearing the parties (advised by 
solicitors and counsel) concluded a form of agreement by which 
(inter aha) A accepted that the transactions were not subject to 
the Moneylenders Acts; agreed to make repayment by instal- 
ments; and abandoned any defence against B, in the event of 
default, other than as to the quantum of instalments paid. A did, 
in fact, default on the instalments, and sought to repudiate the 
compromise; B and his companies, it was alleged, were un- 
registered moneylenders, and the agreement of compromise was, 
therefore, not binding. 

The Court of Appeal (affirming Geoffrey Lane, J.) refused to 
reopen the agreement. There was no evidence such as could 
lead the Court to say with confidence that these were money- 
lending transactions, and the agreement was a bona fide com- 
promise of an issue of fact, freely reached by the parties with 
competent legal advice on both sides. In such circumstances, the 
Court should be very slow to look behind the agreement; to hold 
otherwise would cause great difficulty in the administration of 
justice. The Courts should encourage, and where necessary 
enforce, any bona fide agreement of compromise, especially one 
arrived at under legal advice. 

Binder v. Alachouzos ([1972] 2 All ER 189). 


Guarantor: Liability 


EPUDIATION of a contract by the principal debtor does 

not amount to a variation so as to release a guarantor from 
his liability, it was decided in the House of Lords recently. 
Were this rule to be accepted, it would make nonsense of the 
whole commercial purpose of suretyship. 

R Ltd, a company controlled by M, was heavily indebted to 
L Ltd, who acted as forwarding agents for R’s goods. In order 
to secure the release of goods over which L was exercising a 
lien, R executed an agreement for discharge of the outstanding 
indebtedness (some £40,000) by instalments; this agreement was 
signed by M both as a director of R and on his own behalf as 
guarantor. 

After payment of approximately £10,000, R defaulted in 
meeting the agreed instalments, and subsequently went into 
liquidation. L claimed to treat R’s default as fundamental, 
amounting to repudiation of the contractual obligation, and 
sued M as guarantor for the outstanding balance. M contended 
that L’s acceptance of this purported repudiation was equivalent 
to a variation of the contract which, being made without his 
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consent, operated to discharge him from liability under the 
guarantee; alternatively, that he had only guaranteed the pay- 
ment of each instalment upon its due date, and that he should 
not, therefore, be held liable for instalments falling due after 
the date of repudiation. 

In a considered judgment, the House of Lords unanimously 
dismissed Mis appeal. Acceptance of R’s repudiation by L was 
in no sense a variation of the original contract; the right to 
treat the contract as rescinded in such circumstances was a 
right conferred by law, arising from the original contract. As 
guarantor, M had personally guaranteed R’s performance of its 
obligation to make the agreed payments, and was liable to make 
good in damages the whole loss suffered by L in consequence of 
R’s failure to do so. 


Moschi v. Lep Air Services Ltd ([1972] 2 All ER 393). 


Company or Quasi-Partnership 


HE House of Lords has restored the judgment of Plowman, 
J.,in Re Westbourne Galleries Lid (The Accountant, November 
1gth, 1970 and March 2sth, 1971). The House decided that the 
right course was for the company to be wound up under section 
222 (f) of the Companies Act 1948. To confine the words ‘just 
and equitable’ to cases of proved bad faith would negative the 
generality of the words of the section. E 
In the present case, the petitioner had joined in the formation 
of the company on the basis that the character of the association 
would, as a matter of personal relations and good faith, remain 
the same. If he could establish some special obligation on his 
fellow members in good faith or confidence that, so long as the 
business continued, he should be entitled to management 
participation, the ‘just and equitable’ provision in section 222 (f) 
would come to his aid. The obligation was so basic that if it were 
broken ~ as it had been in the present case — the conclusion must 
be that the association must be dissolved. f 
Ebrahimi v. Westbourne Galleries Ltd and others (122 NLJ 424; 
The Times, May 5th). 


Agent: Entitlement to Commission ` 


D EPENDENT upon the terms of his appointment, a 
J commission agent may be entitled to commission on repeat 
orders received after termination. of his agency. 

R was employed as a representative; his duty was to introduce 
new customers, to revive old customers and visit customers 
regularly, and he was to receive commission on orders executed 
for customers introduced by him, including repeat orders, In 
October 1968 the firm summarily terminated his engagement 
and offered three months’ normal commission in lieu of notice. 
He refused this offer and sued for damages. | 

The Court of first instance held that R was entitled to 
receive commission on orders received from customers in- 
troduced by him even after the termination of his agency and 
on all orders executed in the future for customers introduced 
by him. The effect of this order was that he would have been’ 
entitled to an account of commission year after year, ‘to the 
crack of doom’. The defendants appealed. 

In the Court of Appeal it was held that R’s remedy lay not 
in an account for the future, but in damages. A commission 
agent was not in the position of the seller of a business; he did 
not dispose of his goodwill for reward, and when his agency 
was terminated he was free to canvass customers on his own 
behalf or for the benefit of another principal. When his agency 
was terminated, he was not in general entitled to a declaration 
for an account for the future, but only to compensation. R’s 
damages should, therefore, be assessed on the basis of the 
likelihood of repeat orders arising in the future from customers 
introduced by him., 

Roberts v. Elwells Engineers Ltd (122 NL] 449; The Times, 
May 12th). 
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Local Government Accounts: 
Complaints 


Mr Maxwe.i-Hys.op asked the Secre- 
tary of State for the Environment for 
each of the last three recorded years, how 
many complaints were made to, respec- 
tively, the district auditor and private 
accountants auditing local government 
accounts; how many of such complaints 
were found to be substantiated in each 
category; how many of such cases were 
recommended for surcharge in each 
category; and how many of such recom- 
mendations were upheld by him. 

Mr GRAHAM Pace: Following is the 
information about objections made to 
district auditors: 


Accounts for years 
1968-9 1969-70 1970-71 


(a) Objections made 79 61 42 
(b) Objections up- 

held by district 

auditor I I — 


(c) Objections under 
(b) subject of 
surcharge by 
district auditor — I — 


There were no appeals to the Secretary 
of State from surcharges made by a dis- 
trict auditor. I have no information about 
objections in respect of accounts which 
are audited by private accountants. The 
latter have no power to surcharge. 


Hansard, May 18th, 1972. Written 
answers, col. 19x. 


Company Investigations: 
Adverse Criticisms 


Sir G. NABARRO asked the Secretary 
of State for Trade and Industry whether 
it is the practice of the Department of 
Trade and Industry, when a report is 
made under sections 165 to 168 of the 
Companies Act 1948, as amended, in 
which adverse criticisms are made of a 
person and a request is made by the 
person to make representations to the 
Department, to permit such representa- 


tions to be made and to consider them. 

Mr Emery: Any request for representa- 
tions where adverse criticism had been 
levelled at a person in a report made 
under sections 165 and 168 of the Com- 
panies Act 1948, as amended, would be 
fully considered on its merits. 

sir G. Nasarro: Having been con- 
sidered, will it be reported? Is my hon. 
friend not aware that in the case of 
Maxwell and Pergamon Press, the High 
Court judge referred to the conduct of 
his Department as contrary to natural 
justice? [The Accountant, October 7th, 
1971.| Can he therefore say whether 
the factors which he has enunciated in his 
reply were applied in the Maxwell and 
Pergamon Press case or otherwise? 

Mr Emery: The Department was told 
on February 3rd that representations 
might be made. The Department replied 
indicating that in our view the position 
was valid, but no further communication 
was received by the date of publication 
on April roth. [The Accountant, April 
13th.] 

Mr FLErCHER-CooKE: What is the 
practice of the Department as regards 
publishing these reports? Is my hon. 
friend aware that it is apparently only in 
the idiosyncratic policy relating to pub- 
lishing reports that the difficulty arises? 

Mr Emery: I accept immediately my 
hon. and learned friend’s remarks. The 
contents of the report are the responsi- 
bility of the inspectors. The Department’s 
responsibility is to decide what action 
should be taken on the report. Obviously 
the defence of shareholders and con- 
sumers is uppermost in our minds. 


Hansard, May 22nd, 1972. Oral 


amswers, col. 986. 


Estate Duty 


Mr DouGLAs asked the Chancellor of 
the Exchequer what estimate the Treasury 
has made of the numbers who will be 
exempt from estate duty if the whole of 


, the estate is left to the surviving spouse 
for the capital ranges £15,000, to £20,000, ` 
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and {25,000 to £30,000, respectively. 

Mr Patrick JENKIN: About 4,000 and 
1,500. 

Mr Dousuas: Does the hon. gentleman 
accept that the total cost of the remissions 
in estate duty is well over £60 million 
in one year? Will he contrast that with 
the penal reductions in social security 
benefits to people who have very small 
capital sums set aside, sums of less than 
£1,000? These people are left to try to 
live for one week on about £4. 

Mr JENKIN: I am not sure how far the 
sort of comparison to which the hon. 
gentleman invites my attention is valid. 
I am certain that raising the threshold 
and giving the relief on estate duty to 


widows has been widely welcomed — 


and not only on this side of the House. 


Hansard, May 23rd, 1972. Oral 


answers, col. 1,202. 


Graduated Pension Contributions 


Mr Roy Hucues asked the Chancellor 
of the Exchequer how much money 
per annum would be lost to the Revenue 
by allowing tax relief on graduated 
pension contributions. | 

Mr Patrick JENKIN: About {250 
million. 

Mr Hugues: The hon. gentleman will 
recall our correspondence on the matter. 
Does he not feel it is time the Govern- 
ment took steps to iron out this anomaly? 
In particular, why should people in 
private pension schemes have preferential 
treatment over those who are not 
covered in that way? 

Mr Jenkin: It was the right hon. 
Member for Cardiff, South-East (Mr 
Callaghan) who decided in 1965 to with- 
draw the allowance for the national insur- 
ance and graduated pension contribution, 
making a corresponding increase in the 
personal allowance. The reason was very 
largely the need to avoid the many mil- 
lions of small tax adjustments that would 
otherwise have been necessary. In the 
reserve scheme to be introduced under 
the reform of national insurance, the 
share of the contribution of employer 
and employee is weighted in favour of 
the employee, who will pay a lower share, 
which largely offsets the absence of tax 
relief on the contributions. 


Hansard, May 23rd, Oral 


answers, col. 1,204. 


1972. 


Capital Gains Tax 


Mr Davm MITCHELL asked the Chan- 
cellor of the Exchequer how much 
revenue has been collected through capital 
gains tax since its introduction in 1965. 
Mr Patkick JENKIN: About £850 
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million. This figure includes £350 million 
of corporation tax on chargeable gains 
but does not include the £45 million of 
tax on short-term gains charged under 
Schedule D Case VII from 1962. 

Mr Mrrcnet- Does my hon. friend 
agree that this represents a significant 
withdrawal of capital from the economy 
at a time when investment and job 
creation should have high priority? 

Mr Jenxin: The Minister of State 
told my hon. friend when he last raised 
this question that we have the tax system 
under continuing review and, as I think 
he will acknowledge, under radical 
reform. I assure him that the future of 
the capital gains tax will not be ignored 
in this study. i 

Hansard, May 23rd, 
answers, col. 1,214. 


1972. Oral 


Pay As You Earn: 
Computerization 


Mr Les HuckFIELD asked the Chan- 
cellor of the Exchequer when the ad- 
ministration of PAYE income tax will 
be completely computerized; and what 
plans he has for the computerization of 
other tax schedules. 
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Mr Patrick Jenkin: The programme 
for automatic PAYE has been suspended 
since major changes in th: system of 
personal taxation would "e involved 
should the tax credit scheme outlined in 
my right hon. friend’s Budget statement 
be proceeded with. 

Plans are proceeding inde>endently to 
transfer to computers some of the work 
of tax collection and of work in con- 
nection with Schedule D, co-poration tax 
and capital gains tax assessments. 


Hansard, May 23rd, 1972. Written 
answers, col. 313. 


Form P11D 


Mr TED FLETCHER asked the Chancellor 
of the Exchequer whether, ir view of the 
continual increase in the work involved 
in the production of Form ParD, he will 
consider a revision of the limit of £2,000 
per year under.which these rms are not 
required. ` 

Mr Norr: I have noted the hon. 
Member’s suggestion. 


' Hansard, May 23rd, 1972. Written 
answers, col. 312. 
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Restrictive Practices: 
Professional Bodies 


Mr 'PHORPE asked the Secretary of 
State for Trade and Industry which of 
the professional bodies covered by the 
Monopolies Commission’s Report of 
1970 on Restrictive Practices in the 
Professions [The Accountant, November 
5th, 1970] have reported modifications 
to their rules and practices following 
their examination of the report; and what 
steps are being considered by his Depart- 
ment to bring about implementation of 
the Commission’s recommendations. 

Mr Nosle: I invited all the profes- 
sional associations which gave evidence 
to the Monopolies Commission or were 
mentioned in the report on the supply of 
professional services to examine their 
practices in the light of the report. Most 
of them have replied that they do not 
consider that they operate practices which 
are unduly restrictive or against the pub- 
lic interest. I am considering whether it 
would be appropriate to refer particular 
professions to the Monopolies Com- 
mission. 


Hansard, May 23rd, 1972. Written 
answers, col. 346. 





Letters 


Exposure Draft No. 6 


Sir, — The exposure draft on stocks and work in progress 
leaves me in doubt as to its practical effect in relation to the 

taking of profit on long-term contracts. l 
© Comparability between accounts of different businesses is 
apparently the main objective but it would seem very unlikely 
that this will be achieved in practice. The authors quite rightly 
have been unwilling to throw over the principle of prudence, 
and only if it is prudent to do so expect profit on long-term 
contracts to be taken in advance of completion. 

To my mind the spreading of profit over the life of a contract 
is not only unwise in practice but incorrect in theory, as the 
profit will never accrue if the work is not ultimately completed. 

Be that as it may, those who object to this procedure for 
practical reasons do so mainly on the grounds of prudence, and 


there would appear to be nothing in ED.6 to prevent them from 
continuing to exclude profits on uncompleted contracts for 
this reison. 

But another argument against the apportioning of profit 
is that of certainty. Work in progress valued on the basis of 
production cost ensures that gross profit represents only the 
profit 2arned on contracts completed in the period, from which 
is deducted the overheads incurred in the period: at least this 
is certain and simple. As soon as the apportioning of unrealized 
profits is allowed, the resulting profit can cover a very wide 
range, depending on the relative optimism or pessimism of 
those who settle the accounts. 

The authors of ED.6 are in any event inconsistent — paragraph 

12 obects to costs being arrived at by applying the latest 
purchase price to the total number of units in stock on the 
grounds that in times of rising prices the method will result 
in the taking of a profit that has not been realized. The same 
effect is produced by the apportioning of profits on long-term 
contracts. 
- Great construction. companies like Wimpey and Laing were 
built ap by the application of prudent policies within the 
framework of a high-risk business. The surrender of these 
princidles to the requirements of those not responsible for the 
continued solvency of businesses will be regrettable. 

ED 6 is the official stamp of approval to reckless accounting 
for long-term contracts. The only safe way to ensure that 
credit is not taken for profits which will never be realized is to 
refrar from taking credit for them until they are. 


Yours faithfully, 


PATRICK EDGE-PARTINGTON, F.c.a. 
London SWI. : 


June Ist, 1972 
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LONDON EXPECTS A SPIRITED 
AGM 


IN our last issue we gave details of the 
report of Kevin Lennon, Chairman of 
The Chartered Accountant Students’ 
Society of London, which he will be 
making to members at the 89th annual 
general meeting to be held at The 
Chartered Insurance Institute, 20 Alder- 
manbury, London EC2, at 6 p.m. next 
Tuesday, June 6th — and a very spirited 
meeting it promises to be. 

There are more resolutions than 
usually appear on the agenda for these 
occasions and they certainly cover a 
wider field than is customary, ranging, 
as they do, from the election of presidents, 
to long resolutions discussing the general 
interests of members, the debatable 
point on trade unionization and the 
Society’s rules themselves. The proposer 
of this latter resolution feels that the 
rules, in their present form, ‘limit 
excessively the scope of the Society’s 
activities and militate against effective 
participation and involvement of the 
membership in the work of the Society’, 
and suggests a ‘remedy’. 


Presentation 


For the first time in the history of the 
Society, there is to be a presentation 
which will take place before the discussion 
of ‘Any other business’. The President 
of the Society will present his perpetual 
challenge shield for the Society’s business 
management game, played on January 
14th-15th, 1972, to the winning team 
from Messrs Barron, Rowles & Co. 

As is customary, the outside back 
cover of the report and accounts contains 
the names of the Society’s officers and we 
have been asked to say that the name of 
Mr Richard M. Vinson, B.A., of Messrs 
Arthur Young McClelland Moores & Co, 
has unfortunately been omitted from the 
list of members of the Committee; and 
that the firm of Mr H. P. Gold, A.C.A., 
should be shown as Messrs Turquands 
Barton Mayhew & Co. 


Committee membership 


The election of members of the Com- 
mittee for the ensuing year promises to 


be as interesting as in the past — four 
present members of the Committee are 
retiring and seeking re-election, and 
there are three candidates who are not 
past members of the Committee. We shall 
publish the names of the new Committee 
in due course when we hope to include a 
photograph taken at their first meeting. 


SOUTH-WEST ESSEX GROUP 


AT the recent annual general meeting 
of the South-West Essex Chartered 
Accountant Students’ Group there were 
g members present and the following 
officers were elected for the ensuing year: 


Chairman/Secretary: David J. Rosenberg, 
A.C.A., 92 Claremont Road, Forest Gate, 
London, E.7. 


Vice-Chairman: Miss Susan Small. 
Treasurer: B. D. Harding. 
London Representative: P. Karkaria. 
Although the attendance was small, an 
encouraging feature was the fact that 
there were some new faces present, and 
it was decided that evening meetings 
should be arranged in addition to 
members being able to attend the 
meetings of the South-West Essex Group 
of Chartered Accountants. 


CHANGING FACE OF 
ACCOUNTANCY 


RATHER fewer members than usual 
attended a recent lecture meeting of the 
Exeter CASS addressed by Mr W. G. 
Rastall, B.A., A.C.A., but those who did 
attend heard a most stimulating dis- 
course on many modern aspects of ac- 
countancy. 

The lecture was in three parts; the 
first, entitled ‘Old accountants — new 
competition’, dealt with the current 
challenge to chartered accountants from 
other sectors and Mr Rastall evaluated 
the competiton and explained how the 
chartered accountant might compete 
by adding to his qualifications. For 
example, by working for the J.Dip.M.A. 

The second part of the lecture was 
entitled ‘Old problems — new treatments’ 
and Mr Rastall explained the importance 
of the presentation of accounting in- 
formation in new forms, getting away 
from the conventional accounting format. 
He defined the purpose of accounting as 
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the accurate reflection of economic 
activities and put forward the segregated 
system of funds presentation as an ex- 
ample of a modern alternative which 
served this purpose in a new way. 

Cash flow accounting was discussed, 
as well as the conceptual aspects of the 
‘almost meaningless’ balance sheet, with 
its failure to differentiate between the 
value and the historical cost of the items 
in it. He showed that new presentations 
of different material were becoming in- 
creasingly necessary for use by manage- 
ment and that often the statutory accounts 
became a by-product of more useful 
accounts. 

‘Old principles — new standards’ was 
the final topic of the day and Mr Rastall 
discussed Institute statements and ex- 
posure drafts at some length in order to 
show the gradual change in accounting 
standards. 

Following the lecture, the speaker 
answered members’ questions on a 
variety of topics and a vote of thanks 
was proposed by Ian Wilson, the 
Society’s Chairman. 

The next meeting of Exeter CASS 
will be on June gth, when a motor 
treasure hunt will be held, starting 
at The Ley Arms, Kenn, at 7 p.m. 


BIRMINGHAM’S AGM 


WELL over 70 members of the Birming- 
ham CASS turned up for last year’s 
annual general meeting and the Society’s 
committee look forward to an even higher 
number at this year’s AGM which is due 
to take place on July 26th, in the Library, 
Fountain Court, Steelhouse Lane, com- 
mencing at 4.30 p.m., preceded by light 
refreshments. Mr Alfred B. Smith, 
managing director of the Rover Co, will 
give an informal talk after the meeting. 
All principals are requested to encourage 
their articled clerks to attend. 


SHEFFIELD READY FOR 
CRICKET 


THE promise of — or fear of — some 
intelligent cricket being played by 
Shefheld CASS has, ‘Roundabout’ is 
informed, tended to delay response to 
fixture invitations. 

Sports secretaries of societies (within a 
reasonable radius) prepared to take on 
Shefheld at home or away should contact 
Chris Willows, 84 Sunnyvale Road, 
Totley, Sheffield. The Society can, 
incidentally, offer excellent facilities for 
home matches. 


SIX-A-SIDE AT SOUTHAMPTON 
BURNETT, SURYNE & Co beat Weeks, 
Green & Co in the final of the South- 
ampton CASS, ,six-a-side inter-office 
football tournament played recently. 
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PROFESSIONAL NOTICES 


Peat, Marwick, MITCHELL & Co 
(West Riding Partnership) announce 
that Mr Davin R. JOHNS, A.C.A., who 
has been a member of their staff for the 
past 18 years, has been admitted as a 
partner as from June Ist, 1972. 


THORNE, LANCASTER & Co and JEFFREYS, 
LITTLEJOHN & Co, Chartered Account- 
ants, announce that the two firms will 
merge with effect from October Ist, 1972. 
The combined partnership will practise 
under the name LANCASTER, LITTLEJOHN 
& Co. 

Jonn Watson, Sons & WHEATCROFT, 
Chartered Accountants, of Sheffield, 
announce that with effect from June 1st, 
1972, Messrs Jonn DoucLas HAIGH, 
A.C.A., and DEREK RONALD GEORGE 
POWELL, B.A., A.C.A., both senior assistants 
in the firm, have been admitted to part- 
nership. At the same time Mr S. W. 
STATON, F.C.A., after an association with 
the firm of over 45 years, retired from the 
partnership, but by arrangement will 
continue to work in a full-time capacity 
until July 31st, 1972. Mr W. A. 
WHEATCROFT, F.C.A., will continue his 
association with the firm in the same 
advisory capacity as previously but will 
be designated consultant. 


APPOINTMENTS 


Mr Andreas Costa Afxentiou, A.C.C.A., 
has been appointed financial controller of 
George Payne & Co. 

Mr Amos Ainsworth, A.c.c.A., has 
been appointed financial director and 
joins the board of Park Webb of Wigan. 

Mr William John Cairns, A.c.c.A., has 
been appointed a partner in Brian Morton 
& Co. 

Mr A. E. Cox, F.c.M.A., has been 
appointed sales manager of Lamson 
Viatron Computer Systems Ltd. 

Mr Paul Lipscomb, A.C.A., has been 
appointed director of systems and per- 
formance assurance of Rank Xerox. He 
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was previously manager of financial 
controls of ITT in Brussels. 

Mr Douglas Mansion, M.A., C.A., has 
been appointed group financial controller 
of Group 4 Total Security Ltd. 

Mr Peter John Newitt, A.c.c.a., chief 
accountant of Fiat Tractors, has been 
appointed financial director with effect 
from May rst, 1972. 

Mr T. B. Nightingale, M.A., F.C.A., 
a director of RKT Textiles since 1970, 
has been appointed managing director. 

Mr Roy G. Nightingale, F.c.A., has 
been appointed an assistant managing 
director of Old Broad Street Securities. 

Mr Roger Barrell, F.c.A., has been 
appointed secretary and chief accountant 
of Schermuly, part of Charterhouse 
Industries. 





Mr R. Barrell Mr B. Vaughan 

Mr Brian M. D. Vaughan, A.C.M.A., 
has been appointed regional management 
accountant of Edmundsons (Midland) 
Ltd. 

Mr J. H. Smith, F.c.a., deputy chair- 
man of the East Midlands Gas Board, is 
to become a full-time member of the 
Gas Council responsible for finance as 
from June 26th. 


STUDENTSHIPS FOR 
ACCOUNTANCY TEACHERS 


Four Lavy studentships, endowed in 
memory of a former member of The 
Institute of Chartered Accountants in 
England and Wales, are offered from 
September 1972. The purpose of these 
studentships is to enable members of the 
Institute, preferably aged under 30 and 
with some post-qualification experience, 
to study for a higher degree in accounting 
and finance, or some aspect thereof, with 
a view to taking up a teaching appoint- 
ment after obtaining their degree. 

The studentships, valued at {£1,000 
each, will be tenable at any university, 
polytechnic or other institution of ad- 
vanced studies participating in the scheme 
sponsored by the Joint Standing Com- 
mittee on Degree Studies and the Ac- 
countancy Profession, and will be 
renewable for a second year subject to 
satisfactory progress. Candidates, who 
need not necessarily hold a first degree, 
will be responsible for securing their 
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own acceptance by the university or 
other institution concerned. 

Details of degree courses available, 
together with regulations and applica- 
tion forms, are available from the 
secretary to the Education Committee, 
The Institute of Chartered Accountants 
in England and Wales, Chartered Ac- 
countants’ Hall, Moorgate Place, London 
EC2. The closing date for receipt of 
applications is July Ist. 


LONDON COURSE ON VAT 


A one-day conference, aiming to provide 
‘an authoritative interpretation of the 
VAT legislation’, with suggested solu- 
tions to the accounting and other prob- 
lems involved, has been planned by the 
London and District Society of Chartered 
Accountants for ‘Tuesday, September 
12th, at the Café Royal, Regent Street, 
London Wr. Under the chairmanship 
of Mr Geoffrey Vieler, F.c.A., a panel 
of distinguished speakers will examine the 
relevant legislation and statutory instru- 
ments and the implications for both large 
and smaller businesses. 

Applications, accompanied by the fee 
of {15 (inclusive of morning coffee, 
lunch, afternoon tea and gratuities) 
should be made to the Society’s offices 
at 56 Goswell Road, London EC1M 
hé 

The Society is also arranging a half- 
day course on ‘Accounting for value added 
tax’ on the afternoon of November aist, 
when the speakers will be Mr W. H. 
Couzens, M.SC., F.C.A., of McLintock 
Mann & Whinney Murray, and a 
specialist from HM Customs and Excise. 
Fee for this course is £5. 


WOLVERHAMPTON SOCIETY 
OF CHARTERED ACCOUNTANTS 


At the recent annual meeting of the 
Wolverhampton Society of Chartered 
Accountants, Mr G. W. Harrison, F.c.A., 
was elected Presi- 
dent for 1972-73. 
Mr Harrison was 
admitted to mem- 
bership of The In- 
stitute of Chartered 
Accountants in 
England and Wales 
in 1940 and is senior 
partner in the firm 
of Lancaster & Co, 
of Wolverhampton. 

The Society’s annual report for 1971- 
72 shows that there are now 383 members 
— an increase of 14 over the previous 
year’s figure. During the year under 
review there were two half-day con- 
ferences on “The Finance Act 1971’ and 
‘Value added tax’ respectively, while 
various topics were discussed at evening 
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lecture meetings ranging from ‘The 

future of the profession’ to ‘Fraud’. 
Other officers elected for 1972-73 

are: 

Vice-President: Mr D. H. Burton, F.C.A. 

Secretary: Mr H. A. Challinor, F.c.a., W. 
Vincent Vale & Co, 16 Waterloo Road, 
Wolverhampton. 

Treasurer: Mr I. C. Wooding, F.c.A. 

Committee: Messrs K. Davis, F.c.a., A. H. 
Millichamp, F.c.a., R. K. Mullett, F.c.a., 
T. A. Sealey, F.c.a., D. Sheldon, F.c.a., 
and T. C. Wood, F.c.A. 


SOUTHERN SOCIETY’S 
NEW PRESIDENT 


The new President of the Southern 
Society of Chartered Accountants, Mr 
Colin Mead, F.c.A., was educated at 
Bloxham School and after serving in the 
Royal Air Force was articled in Bourne- 
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mouth to Mr Jeffery English, F.c.A., him- 
self a former Southern Society President. 
He was admitted to membership of the 
Institute in 1951. 

Two years with Thornton & Thornton 
(now Thornton Baker & Co) at their 
Oxford office preceded his return to 
Bournemouth, where he is now a partner 
in Bicker & Co and in the Bournemouth 
firm of Josolyne Layton-Bennett & Co. 
He is a former Chairman of the Bourne- 
mouth & District Chartered Accountants’ 
Group and also of the Students’ Society. 

Mr Mead, married with three children, 
is interested in the affairs of his local 
Church and is a Vice-President of the 
Bournemouth Sports Club. His hobbies 
include tennis, cricket and caravanning. 

Other officers elected for 1972-73 are 
as follows: 

Vice-President: Mr D. J. O. Crosthwaite, 

F.C.A. 

Secretary: Mr R. G. Norris, F.C.A., 2 Church 

Street, Basingstoke. 


Treasurer: Mr L. A. Jarvis, F.c.A. 
Auditor: Mr D. G. Durgan, F.C.A. 


Annual Report 


According to the annual report pre- 
sented to the meeting, the various 
member groups were active during the 
year both educationally and socially. 
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For example, the Bournemouth Group's 
year was highlighted by their first 
District dinner, and a taxation conference 
on the Budget and Finance Bill 1971; 
four local practitioners were the speakers 
at the latter event which attracted over 
8o people. 

The Institute’s Statement, ‘A policy 
for education and training’, was considered 
in detail by the Society’s education sub- 
committee and comments were noted 
by the Council member, Mr M. G. 
Lickiss, B.SC.(ECON.), F.C.A., who led the 
discussion. Mr Lickiss was also among 
a team of excellent speakers at the 
Society’s residential course at Southamp- 
ton University last October. 


WEST OF ENGLAND SOCIETY’S 
NEW PRESIDENT 


Mr Tim Preedy, F.C.A., F.T.L.I., a partner 
in Whitmarsh, Edgcumbe & Preedy, of 
Plymouth, has been elected President of 
The West of England Society of Char- 
tered Accountants. He ig following in the 
steps of his partner, Mr Stanley 
Edgcumbe, F.c.A., who was President 
of the Society in 1963. 

Mr Preedy was born in Peshawar in 
1923 but has family connections with 
Saltash where he still lives. He was 
educated at Cheltenham College and 
joined the Royal Navy as a Paymaster- 
Cadet in 1941. During the war he served 
in HMs Mauritius, which supported 
the Allied landings in Sicily, Italy and 
Normandy, and after the war he served 
in HMs Sharpshooter surveying in 
Sarawak, and in HMs Indefatigable. 
He retired from the Royal Navy in 1954 
with the rank of Lieutenant-Commander. 

He served his articles with his present 
firm in Plymouth from 1954 to 1959, 
obtaining Order of Merit places in the 
Intermediate and Final examinations, 
and was admitted a partner in the firm 
when he qualified in 1959. He is also a 
Fellow of the Institute of Taxation. 

The first Secretary of the Plymouth 
and Cornwall Chartered Accountant 
Students’ Society, Mr Preedy has also 
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served as Secretary and Chairman of the 
Cornwall and Plymouth Society of 
Chartered Accountants. 

He is married with a daughter and son 
aged 22 and 20. 

The other officers for the coming 
year are: 
Vice-President: Mr J. R. Bultitude, F.c.a. 


Treasurer: Mr J. D W. Marle, F.c.a. 
Secretary: Mr D. M. Parkes, F.c.A. 


NEW PRESIDENT OF 
NORTH WEST SOCIETY 


Mr John S. Darwell, F.c.A., a partner in 
F. C. and J. S. Darwell, of Blackpool, 
has been elected President of the North 
West Society of Chartered Accountants. 

Mr Darwell was born in Lancaster 
but he moved with his parents to Black- 
pool in 1915. He was educated at Rossall 





School. From 1940 to 1946 he served 
with the Royal Artillery in the Falkland 
Isles, France, Belgium, Holland and 
Germany, and was demobilized with the 
rank of Captain. 

The first Chairman of the Blackpool 
and Fylde Chartered Accountants’ 
Students’ Society — from 1949 to 1966 — 
he is a past President of the Blackpool 
and Fylde Branch of the North West 
Society and has served on the committee 
of the Society since 1966. 

Mr Darwell is also president of the 
Blackpool Branch of the Rossalian Club, 
a past chairman of the Blackpool Branch 
of the National Geographical Association, 
and a member of Blackpool North Shore 
Golf Club. 

He is married, with one daughter, and 
has three grandchildren. 

Other officers elected for 1972-73 are 
as follows: 


Vice-President: Mr H. P. Bee, M.A., A.C.A., 


Preston. 

Secretary: Mr J. S. Westhead, A.cC.A., 
Blackburn. 

Treasurer: Mr A. J. Westall, F.C.A., 
Morecambe. 


Day-to-day administrative matters of 
the Society continue to be dealt with 
through the Society’s office at 42 
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Garstang Road, Preston PRI INA, to 
which all official communications should 
be sent. 


Constructive Year 


In the report of the Committee of the 
North West Society of Chartered Ac- 
countants for the year ended December 
31st, 1971, mention is made of the 
change of opinion that has taken place 
on the subject of a second-tier junior 
qualification. It has been the com- 
mittee’s view that with compulsory 
‘A’ level standard for articled clerks, a 
second tier was advisable and study is 
now continuing on the feasibility of 
providing education and training for 
junior accountancy staff outside member- 
ship of the Institute. 

A number of successful events were 


‘GROUP ACCOUNTS’ 


Solution to the crossword ‘Group Ac- 
counts’ compiled by Kenneth Trickett, 
F.C.A., which appeared in last week’s 
issue. 
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'The groups are as follows: 
À. I, 22ac, 22dn. 
5239. TI, fq: 26. 
kp, 36, arac. 
D. 8, 14ac, 23dn. 
E. 5, 19, 21dn. 
ads. 17, 34. 
t> 2,20, 2386. 
Faw, 7, 10; 12, 16. 
I. 6, 14dn, 25. 
Thus abc,def,ghi= 139,854,276, the 
square of 11,826. 
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held by the Society during the year, 
including two one-day courses. The 
first of these dealt with the valuation of 
unquoted shares and capital gains tax 
problems when the speakers were Mr 
K. S. Carmichael, F.c.a.. and Mr 
Bruce Sutherland, F.c.a., and the second 
course was on the Finance Act 1971 when 
Mr Percy F. Hughes, F.c.1.s., and Mr 
J. M. Cooper, F.c.c.a., were the speakers. 


THE ACCOUNTANTS’ 
CHRISTIAN FELLOWSHIP 


The next of the Fellowship’s regular 
monthly meetings for Bible reading and 
prayer will be held on Monday, June 
5th, and will discuss ‘Light for the Future’ 


COURSES AND 


Value Added Tax 


With the mechanics of valued added tax 
gradually being’srevealed, directors and 
executives of companies who realize 
their duty to prepare for its introduction 
will be interested in a two-day course 
Business Intelligence Services are holding 
at Kensington Palace Hotel, London W8, 
on June 27th-28th and again on July 
31st-August Ist. 

The course will cover the effect of 
VAT on a wide range of industry, such 
as farming, publishing, property, manu- 
facturing and service industries (including 
international concerns) and companies 
of all sizes. Speakers will be Mr H. I. 
Morrison, C.A., A.c.M.A., and Mr Lindsay 
Duncan, B.A., AGIS. BELL 

Fee for the course is {£55 and applica- 
tions to attend should be made to 
Registration Department, BIS Training, 
79-80 Blackfriars Road, London SEx 8HB. 


Marketing of Professional 
Services 


The most conspicuous area of conflict 
between the report of the Monopolies 
Commission and the traditional pro- 
fessions was the extent to which marketing 
concepts may be appropriate to the 
supply of professional services. 

For the benefit of professional men 
who may find themselves in the totally 
unfamiliar situation of marketing their 
services in a commercially competitive 
atmosphere, Associated Business Pro- 
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as proclaimed by Amos in Chapters 7 
and 8 and verses 1-10 of Chapter o of 
his prophecy. 

The City meeting will commence at 
I p.m. at the Church of St Peter-upon- 
Cornhill, London EC3 (entrance in 
Cornhill, near Gracechurch Street) and 
will be led by Mr Douglas Kahn. Coffee 
and sandwiches will be available (charge 
25p) during the meeting. 

The parallel meeting in the West 
End has been arranged for the same 
time at the Vicarage of Christ Church, 
21 Down Street, London Wr (near 
Green Park Station), and will be led by 
Mr Robert Ewan. Bring your own 
sandwiches, coffee provided. 


CONFERENCES 


grammes Ltd has announced a non- 
residential two-day seminar to be held 
at the Carlton Tower Hotel, London, 
on June 13th and 14th, under the title 
‘Marketing of Professional Services’. 
Applications, accompanied by the fee 
of {50 (inclusive of all course materials, 
luncheons, tea and coffee) should be made 
to 17 Buckingham Gate, London SW. 


Financial Accounting Techniques 


The first of a series of courses on 
‘Financial accounting techniques’ is to 
be held by Clark Johnston Whitehead 
from June 13th to 15th at the Great 
Western Royal Hotel, London, and 
repeated from September 26th to 28th 
and November 21st to 23rd. 

Although the original intention was to 
provide systems and programming staff 
with a course based on a framework of 
accepted accounting principles, qualified 
accountants will also learn how to work 
more effectively in designing and im- 
plementing financial systems as well as 
in costing and controlling development 
projects. The special feature of the 
course is that it is centred on the identi- 
fication of the critical decision areas 
determining profitability and liquidity. 

Fee for the course is £175, including 
study notes, coffee, lunch and tea, and 
applications to attend should be made to 
the Registrar, Clark Johnston Whitehead 
Ltd, 21 Wigmore Street, London W1H 
gLA. 
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PART IV 


Of the 413 candidates who sat Part IV (whether transitional or otherwise) of the Institute’s examination 
on April 4th, sth, 6th and 7th, 1972, 182 candidates (44'r re cent) passed and 30 candidates (7°3 per cent) 


were referred in one paper. The names of the 182 success 


l candidates appear below in alphabetical order. 


and are followed by the names of the firms of the masters to whom they are indentured or assigned. 


Ahmad, R. (McCosh, Polson & Co, Glasgow), 
Aitken, J. K. (Pannell, Fitzpatrick & Co, Lanark) 
ge EE M. H (Miss) (Thomson McLintock & Co, 


n 
. F. (McLachlan & Brown, Glasgow) 
Anderson, D. G., B.A. (Touche Ross & Co, 


Glasgow) f . 
Andrews, R. R. (Cooper Brothers & Co, Glasgow) 


Bain, J. D. O 55 on Glasgow) ` 

Baxter, E. J. F. D., B.coM. (Wylie. & Hutton, 
Edinburgh) 

Begg, A. J., M.A. (Meston & Co, Aberdeen) 

Biggans, H. McC., B.A. (Kerr, MacLeod & Co, 
Glasgow) 

Breingan, R. McB. (Grahams, Rintoul & Co, 
Glasgow) 

Brighton, A. W. (Arthur Young McClelland 
Moores & Co, Dundee) 

Brown, D. G. (A. G. Murray & Co, Edinburgh) 

Brown, J. W. (Pannell, Fitzpatrick & Co, Lanark) 

Brownlee, A. F. W. (Thornton Baker & Co, 
rial oe 

Butler, G. H. (Gerber, Landa & Gee, Glasgow) 


Cairns, I. w . (McLachlan & Brown, Glasgow) 
Cameron, A. F., M.a. (Mann Judd Gordon & Co, 
lasgow) ` ` 
Cameron, D. A., B.A. (Touche Ross & Co, Glasgow) 
Chan Tang Kwan, J. C. N. (Dickson, McFarlane 
& Robinson, Glasgow) 
Christie, A.J. McP., B.A. (Arthur Andersen & Co, 
Glasgow) - 
Christie, D. G., B. A. (William Duncan. & Co, 
Glasgow)” 
Clark, T B.SC. (Arthur Young McClelland Moores 
Co, Dundee) 
Cooper, À. S. (Touche Ross & Co, Glasgow) 
Cowan, D. H. (Mackie & Clark, Glasgow) 
Craig, M. SC? , LL.B. (Peat, Marwick, Mitchell & Co, 
gow 
Cram, G. B. R., B. sc. (Moody Stuart & Robertson, 


) 
Crawford, J. H., M.A. (Cooper Brothers & Co, 


Glasgow) 

Craythotne, G. (Robertson, Carphin. & Co, 
Edinburgh) 

Crowe, W. P., M.A. (Peat, Marwick, Mitchell & Co, 
Edinburgh) 

Curwen, R. (Kerr, MacLeod & Co, Glasgow) 


Dick, W. A., M.A. (Cooper Brothers & Co; Glasgow) 
Donaldson, R. W. (John M. Geoghegan & Co, 
Edinburgh) 


Donnan, D. S., B.A. (Thornton Baker & Co, 


Edinburgh) 
Duncanson, S. A. R., B.A. (Thomson McLintock & 
Co, Glasgow) 
Dunford, N. R., M.A. (Graham, Smart & Annan, 
Edinburgh) : 


Egbuna, A. N. (Thomson McLintock & Co, 


Ë 
Elliot, J.J., M.A. ieee Peden & Co, Edinburgh) 
Evans, D. J. (Watson & Galbraith, Glasgow} 
Evans, J. M., B.acc. (Peat, Marwick, Mitchell & 
"Co; Glasgow) 
Ewing, M. D. (Mackie & Clark, Pen 


Ferguson, C. C M.A. (Miss) (Scott-Moncrieff, 


‘Thomson & Shiells, Edinburgh) 
Ferguson, D. (Thomson McLintock '& Co, 
- L.ondon) 


Findlay, D. (Whinney Murray & Co, Edinburgh) 
Finniston, B., LLB. (Copper Brothers & Co, 
Glasgow) 


Forbes, M. es A ee Peden & Co, Edinburgh) 


Frame, R {Mann Judd Gordon & Co, 
Glasgow) 
Fulton, J. T., M.A. (Davidson Smith, Wighton & 


Crawford, Edinburgh) 


Gardner, R. I. (Thomson McLintock & Co, 


Glasgow) 


Gellatly, D. A. S., LL.B. (Davidson Smith, Wighton 


& Crawford, Edinburgh) 
Gibb, H. M., aa (Touche Ross 
Gibb, J. A. B., B.acc. (Arthu 

Moores & Co, Glasgow) 
Gilmour, W., B.A. (Cooper Brothers & Co, 

Glasgow) 

Gladstone, J. P. (aasan: Levy & Co, Glasgow) 

Govan, D. We -> B.SC. (Robertson, Carphin & Co, 
ee 

Grant, N. C. (Pannell, Fitzpatrick & Co, Glasgow) 

Guild, N A. ‘(Arthur Young McClelland Moores & 

Co, Dundee) 

Guild, M. C., LL.B. 

McClelland Moores & Co, Edinburgh) 


Haddow, D. (Touche Ross & Co, Glasgow) 

Hall, M., B.A. (Graham, Smart & Annan, Edin- 
burgh) 

Hammett, M. P. F., B.A. (Graham, Smart & Annan, 
Edinburgh) 

Hamill; R. G. (Welsh, Walker, Ritchie & Co, 
Greenock) : 

Hardey, R. G. C., B.A. (Arthur Young McClelland 
Moores & Co, Glasgow) 

Harkness, K. McC. (John M. Taylor . & Co, 
Glasgow) 

Hay, D. H. (Mackie & Clark, Glasgow) 

Henderson, A. Mel, (Alexander Sloan & Co, 
Glasgow) 

Henderson, J., M.A. (Arthur Andersen & Co, 
Glasgow) ` ` 

Hepner, H. S., B.A. (Aithor Young McClelland 
Moores & Co, Glasgow) 

Holburn, A. J., B.A. (Touche Ross & Co, Glasgow) 

Horne, G. W., LL.B. (Oswalds, Edinburgh) 


‘Co, Glow 
oung McClelland 


Housego, F. D. F. (Touche Ross & Co, Edinburgh) 
Howarth, C. D., B.com. (Graham, Smart. & Annan, - 


Edinburgh) 

Hunter, W. M. P., M.A. (John M. Geoghegan & Co; 
Edinburgh) 

Irvine, S. M. (Miss) (Bird, Simmon & Co, Dundee) 


Jack, J. G., M.A. (Cooper Brothers & Co, Glasgow) 

Jackson, S. R., B.A. (Thomson McLintock & Co, 
Edinburgh) 

Jones, D. G., B.sc. (Arthur Young McClelland 
Moores & Co, Glasgow) 


mo G, J. J. Douglas Henderson 8 Co,. Paiti- 


Kee, an H. (Gillespie & Anderson, Glasgow) 


Klein, M. G 
Cupar) ` _ 

Laing, T. F. (Anderson & Menzies I Kirkcaldy} 

Laird, D. G., M.A. (Kidston, Jackson & Co, 

| Glasgow) i 

Lamont, C. J. S. (J. ‘Douglas Henderson & Co, 
Edinburgh) 

Sg R. W. L. Gra Baker & Co, Edin- 


. A. (Miss) (James ees &` Co, 


. BR B.A. (Whinney Murray & Co, 


ow) 
ee oe St (Hardie, Caldwell Ker & Hardie, 
Glasgow) 


(Miss) (Arthur Young ` 


“Seenan, A 


739 


Liddle, J. S., LL.B. (Arthur Young McClelland 


Moores & Co, Edinburgh) 
Lindsay, J. (Thomson McLintock & Co, 
berdeen) 
Livingstore, A. (J. M. Kerr & Lindsay, GR 
Lyon, A., M.A. (Arthur Young: McClelland | 
Moores & Co, Dundee) i 


McCrorie, K. T. (Robb, Ferguson & Co, Glasgow) 

McGill, 8. R. (Henderson & Loggie, Dund ee) ` 

Mclsaac, G. A., B.A. (Cooper Brothers & Co, 
Glasgow) 

Mee S. I. T. (G. Maitland Wilson, Aberdeen) 

McKerral, H. A. (McLay, McAlister & McGibbon, 
Glas gow) 

Mackie, A. C. G. (Arthur Young McClelland | 
Moores & Co, Glasgow) 

McLaren, I. A., B.A. (Peat, Marwick, Mitchell & 
Co, Edinburgh) 

McLean, C. R. (Cooper Brothers & Co, Ge 

McNab, I. M., B.acc. (Kerr, MacLeod 5 
Glasgow) ` | 

McQueen, W. G., B.SC. (Robertson & Maxtone 
Graham, Edinbur gh) 

McQuillan, I. S. (Livingstone & Houston, Glasgow) 

Marwick, M. W., 3.com. (Graham, Smart & 

I Annan, Edinburgh) 
Miller, D. J., B.com. (Graham, Smart & Annan, 
Edinb burgh) 
Milloy, $, W., 
Glasgow! 

Morrison, H. E., LL.B. (Williamson & Dunn, 
Aberdeen) 

Morrow, D..W., LL.B. (Whinney Murray &: Co, 
Glasgow? 

Murphy, J. H. F., LL.B. (Robertson & Maxtone 
Graham, Edinburgh) , 


Neilson, W. B., 8.sc. (Peat, Marwick, Mitchell, & - 
Co, Glasgow) 
Newton, B. 
Glasgow) 
Nicholson, I. P. (Scott, Peden: & Co. Edinburgh) 
Nisbet, G. C. (Whinney Murray & Co, Edinburgh) 


O’Donnell, J. M. (Kerr, MacLeod & Co, Glasgow) 

Ogilvie, A. S., M.A. (Oswalds, Edinburgh) 

Orme, A. Ls LL.B. (Kidston, Jackson; & Co, 
Glasgow) 


Powrie, A. R., LL.B. (Graham, Smart & Annan, 
Edinburgh) 

Purvis, R. D., B.com. (Thomson McLintock ë Co, 
Glasgow) 


ele S. » ames Murray & Co, St Andrews) 
Rankin, A. D. (Barstow & Millar, Edinburgh) 
lee . K. (Reid & Mair, Glasgow) .,. 

bb, J. M., B.A.-(Downie, Wilson & Co, Glasgow) 
SE W. (Miller, McIntyre & Gellatly, 


B.A. (Cooper Brothers & Co, 


M. (Bertram G. Sauls & Co, 


Perth) 
ae . (Wylie & Bisset, Glasgow) 
Rodger, L. A. (Alfred T. Scott & Co, Ayr 


). Së 

Rolland, G. W., B.A. (Arthur Young McClelland 

Moores & Co, Glasgow) 
Ross, G. M. (Kidston, Jackson & Co, Glasgow) 
Ross, M., M.A. (W. P. & J. A. Scott, Stirling) 
Rumble, C. e & Paterson, Edinburgh) 
Russell, C. K. (Paterson & Benzie, Glasgow) 
Russell, D. A., DAC, (Hardie, - Caldwell Ker & 

Hardie, Glasgow) _ 


Scotland, C. G. E., LL.B. (Thomson McLintock & 
Co, Aberdeen) 

Scott, a Ee B.SC. (‘Touche Ross & Co, Edinburgh) 
Searl, G H. (Smith & Williamson, Glasgow) 

; J: (Whinney Murray & Co, Glasgow), 
Seligman, N. H. (T. C. Garden & Co, Edinburgh) 
Shannon, W. M. F. C. (Turner, Hutton & Lawson, 
` Glasgow) 


Shaw, D. R., B.A. (Hardie, Caldwell Ker & Pé, KE 


` Glasgow) — 

Sim, I. A. (Graham, Smart & Annan, Edinburgh) 

Sim, R. A’ (Thornton Baker & Co, ‘Edinburgh) 

Simpson, C. W., B.acc. (Graham, Smart & ‘Annan, 
Edinburgh) . 

Slattery, T. L., B. COM. (Arthur Young ‘McClelland. 
Moores & Co; Glasgow). 

Smellie, J. (Cooper. Brothers & Co, Glasgow) 

Smith, B. H., B.A. (Peat, Marwick, Mitchell & o 
Edinburgh). 

Smith, W. H. P., B. sc. (Arthur Young McClelland 

I Moores & Edinburgh) 


Stevely, R . (Peat, Marwick,. Mitchell. “& ‘Co, 
Case 
Steven, C, R. Li (Miss) (Arthur EES 


McClelland Moores & Co, Glasgow) . 
Stevenson, C. A. DA. (Touche. ‘Ross ` & Co, 
Edinburgh) 


Stevenson, .R. (Cram, Worsley, Robertson & 
Taylor, Dundee) . ; 


DN 
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` 
` 
- 


Stewart, D. L., B.A. (Kerr, MacLeod & Co, 


lasgow 
rane W. R., B.A. (Thomson McLintock & Co, 


) 
Sutherland, D. F. (Kerr, MacLeod & Co, Glasgow). 


Sweeney, T. M., M.A. (Cooper Brothers & Co, 
Glasgow) 


Taylor, C. S., B.com. (Graham, Smart & Annan, 


Edinbur gh) 
Taylor, D. R. (Kidston, Jackson & Co, Glasgow) 


Taylor, J. D., LL.B. (Touche Ross Sc Co, Edin- 


burg 
Tenipleton, M. L. A. (Paterson & Steel, Glasgow) 
Thomson, G. M. awa (Mann Judd Gordon & Co, 
Glasgow 
Tollan, J. (Grahams, Rintoul & Co, Glasgow) 
Sy suai . H. (Pannell, Fitzpatrick & Co, 


lasgow) 
W., LL.B. (Peat, Marwick, 


Torrance, D. : 
Mitchell & Co, Glasgow) 
Tse, A. C.-Y. oe Ross & Co, Glasgow) 


Turnbull, N. W. (Robertson & Maxtone Graham, 
Edinburgh) 

Turner, L: H., 8.sc. (Thomson McLintock & Co, 
Glasgow) 


‘Urquhart, A. R. 
Moores & Co, Glasgow) 


A. (Arthur Young McClelland. 
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Veitch, I. McL., B.acc. (Arthur Young McClelland 
Moores & Co, Glasgow) 


Walker, I. A., B.sc. (Dunn, Wylie & Co, Ronde) 
Ward, C. B.A. (Whinney Murray & Co, Edi dE 
Warren, H. W., LL.B. (Touche Ross & Co; Glasgow) 
‘Watson, S, M, ‘B.A. (Miss) (Whinney Murray & 
Co, Edinburgh) - 
White, W. (Rogerson & Goldie, Kilmarnock) 
Whitelaw, G. W. (David Strathie & Co, Glasgow) 
Wild, M. P. (Robertson & Maxtone Graham, 
Edinbur gh) 
ilkie, J. L., B.a..(Thomson McLintock & Co, 
Glasgow) | 
Wilkinson, W., 
Graham, Edinburgh) 
Williamson, D., B.SC. ee Carphin & Co, 


Wiseman, W. (Kidston, J ackson & Co, Glasgow) 
Woods, F. J., B.A. (Graham, Smart & Annan, 
Glasgow) 


| Wylie, Ñ. G. (Hourston, Macfarlane & Co, Glasgow) 


Yellowlees, P. W., B.A. (John M. Geoghegan & Co, 
Edinburgh) 

Young, C., B.A. (Cooper Brothers & Co, Glasgow) 

Young, F, 'K. K. (Touche Ross & Co, Glasgow) 


PART V 


Of ey 450 candidates who sat Part V {whether transitional or otherwise) of the Institute’s examination 
on April 4th, 5th, 6th and 7th, 1972, 134 candidates (29°8 per cent) eg, e 15 candidates (3°3 per cent) 
P 


were referred in one paper. The names oí the r34 successtul candidates a 


ear below in alphabetical order 


and are followed by the names of the firms of the masters to whom they were.indentured or assigned, 


' Adams, A. H. (Nelson, Gilmour, Scott & Co, 
. Glasgow) 

Allan, J. R., LL.B. (Kerr, MacLeod & Co, Glasgow) 
Anderson, W. S. (J. Douglas Henderson & Co, 
_ Edinburgh) 


Barr, M. C. (Miss) (Arthur Young McClelland 

: a & Co, KE 

„Beale, D. J. ai R. Morison & Co, Perth) 

Biggar, K (Grahams, Rintoul & Co, Glasgow) 

Birnie, J. `M. (Arthur Young McClelland Moores 
& Co, Dundee) 

‘Blackett, D. J., B.com. (Graham, Smart & Annan, 

Edinburgh ) 

- Brooks, x S. (Thomson McLintock & Co, 

ndo 

Brown, A. W. (Miss) (Brown, Campbell & Co, 
Edinburgh) 

Brown, D. S. (Wylie & Hutton; Edinburgh) 

Brown, W. D., B.A. (Arthur Andersen: & Co, 

- Glasgow} 

Brunton, R. B. (Downie, Wilson & Co, Glasgow) 


_ Burnet, P., B.sc. (Thomson McLintock &`Co, 


. Glasgow) ` 


` Burns, D. C., B.com. (Thomson McLintock & Co, . 


Edinburgh j 


` Campbell, J. C. (Thornton Baker & Co, Eaa ueh 
Campbell, a J. A. (A. G. Murray & Co, Edinburgh 
a A. G. (McKerrell Brown & Grey, Edin- 


urgh) 
Cub D. K. (Thomson McLintock & Co, Glasgow) 
Clark, s W. (Robert na Morton & Son, Edin- 
l burg h 
'Clogstoun-Willmott, J. N., B.SC. (Armitage & 
Norton, Edinburgh) 


Cockburn, J. A. M., LL.B. (Cooper Brothers & Co, 


M., LL.B. (Cooper Brothers & Co, 


ow) 
Cor land, A. J. (Nelson, Gilmour Scott & Co, 
lasgow 
. Couper, J. A., B.A. (Thomson McLintock & Co, 
Glasgow) 


Darroch, D.J. (S. Easton Simmers & Co, Campbel- 


_ town), 
- Darroch, I. ne & Bisset, Glasgow) 
Davidson, A. B., M.A. (Scott-Moncrieff, 
Thomson & Shiclls, Edinburgh} 
Davidson, e C., M.A. (Thornton Baker & .Co, 
Edinburg 
Dearden, E. E. > (Harmood Banner & Co, Edinburgh) 
Dewar, D., M.A. (Arthur Young McClelland 
_ Moores & Co, Glasgow) 
_ Dickson, I. R. (Anderson & Menzies, Kirkcaldy) 
Dobson, J. H., B.sc. (Clunie & Scott, Edinburgh) 
pee: G., LL.B. (Peat, Marwick, Mitchell & 
Co, Gl asgow 
Dunsmore, D. S., M.A. (Artltur Young McClelland 
Moores & = Glasgow) 


Fegen, C. B. (Moody Stuart & Robertson, Dundee) 

Fisher, G. (Arthur Young McClelland Moores & 
Co, Glasgow) 

Fleming, M. R. P., M.A. (Chiene & Tait, Edin- 
burgh) 

Flett, A. P., M.A. (Arthur Young McClelland 
Moores & Co, Aberdeen) 

Frost, M. E. (Thomson McLintock & Co, Glasgow) 


Galt, D. M (Arthur Young McClelland Moores & 
Co, Glasgow) 

Garven, T. L. (Arthur Young McClelland Moores 
& Co, Glasgow) 

Glen, I. W., B.A. (Thomson McLintock & Co, 
Glasgow) 

Graham, R. B. McL. (Wylie & Hutton, Edinburgh) 


Grassick, G. McK. (Geddes, Beaton & Co, 
Edinburgh) 
Gray, D EEN & Workman, Glasgow) 


Greenock, L 


(S. Easton Simmers & Co, 
la sgow) 


Hamilton, A. A. (Miss) (Kidston, J ackson & Co, - 


Glasgow) 

Hamilton, G. W., LL.B. (Thomson McLintock & 
Co, Glas gow) 

Hamilton, J. ee & Bisset, =: ae 


Hee WM 


d Š š 
Holmes, A. D. (McNaughton & McAra, Dundee) 


Hughes, M. J. H., s.com. (Thomson McLintock & 
Co, London) 

Hughes, d J. (Bird, Simpson & Co, Dundee) 

Hunter, A. B. (Nelson, Gilmour, Scott & Co, 

asgow) . 

Imrie, A-R. (Graham, Smart & Annan, Edinburgh) 

Innes, E. D. (Taylor, Lauder & Gemmill, Glas gow) 

Jackson, J. C. G. (Dickson, McFarlane & Robinson, 
Glasgow) 

Joss, A. R. (Henderson & Loggie, Dundee) 


Lamb, P. B., B.A. (Thomson McLintock & Co, 


London) ` 
Lee, I. M., B.A. (Arthur Young McClelland 
Moores & Co, Glasgow) ` 


_ Lyon-Dean, A., LL.B. (Thomson MecLintock & Co, 


Edinburgh) 


McCubbin, D. W. (D. M. McNaught & ‘Co, 
Glasgow) 

MacDonald, J. D. (McWilliam, Smith & Co, 
Inverness) 

NEE d G. n. Impe & Co, Glasgow) 
McGregor, I F. (Boyack, Whitelaw & Aitchison, 
Edinburgh) 

McGuire, J. J. (Livingstone & Houston, Glasgow) 

McIntosh, W. F., LL.B. (Thomson McLintock & 
Co, Glasgow) 

McKenzie, A. M., B.com. (Peat, Marwick, Mitchell 
& Co, Edinburgh) 


B.A. (Robertson & Maxtone 


bu rgh). 
Simpson, I. James Milne & Co, Aberdeen) 


Ste hen, D. A., W.A. (Cooper Brothers A 
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R. B. (McMurdo & Williamson, 


MeNinch, A. W. (Wyllie Guild & McIntyre, Ayr) 

McPhail, R. J. F., M.A., LL.B, (Graham, Smart & . 
Annan, Edinbur, gh) 

Mair, T. M., B.A. (Touche Ross & Co, Glasgow) 

Makan, N. N. (Scott-Moncrieff, Thomson & 
Shiells, Edinburgh) 


Marshall, L. Kee (Stevenson & Kyles, Seay) 


Masson, G. M. (Thomson McLintock & Co, 
Glasgow) 

Mathewson, D. C., B.sc, (Graham, Smart & Annan, 
Edinburg h 

Maxwell, I. R., LL.B. (Thomson McLintock & Co, 
London 

Mein, A. W. (Clunie & Scott, Edinburgh) 

Michie, W G. McG., LL.B. (Graham, Smart & 


Annan, Edinburgh) 
Munn, A: M . (Murray & Henderson, Greenock) 


| Mutch, R. G. (Reid & Mair, Glasgow) . 
. Napier,-J. A. (Geddes, Beaton & Co, Edinburgh) 


Nimmo, W. G. M., M.A, (Thomson McLintock & 
Co, Edinburgh) 

Noble, C. H. S., LL.B. (Thomson McLintock & Co, 
London) 


Orr, R. W. (A. C. Philp & Co, Dunfermline) 


Patel, J. R, (Popei on Carphin & Co, Edinburgh) 
Paterson, J A. (Hardie, Caldwell Ker & Hardie, 
Glasgow) 


; Paterson. W. (Wyllie Guild & McIntyre, Glasgow) 


Paton, J. S. (Grahams, Rintoul & Co, Glasgow) 
Paul, B. S., p.coM, (Thomson McLintock & Co, 


Glasgow) l ; 
Paul, R. (D. M. McNaught & Co, Glasgow) 
Peters, C. F. (Scott-Moncrieff, Thomson & 


ear Edinburgh) 


Pickles, A. J. (Stewart Gilmour & Co, Ayr) 
Pineles, E. . (Thomson McLintock & Co, 
London) 


Porte, A. R., B.A. (Touche Ross & Co, Glasgow) 


. Raeburn, J. M. , (William: J. Young & Brown, 


Glasgow) 
Reid, DA. LL.B. (Cooper Brothers & Co, Glasgow) 
Reilly, P. (Craig, McIntyre & Peacock, Glasgow). 
Richmo SCH A. D., LL.B. (Peat, Marwick, Mitchell & ` 


rie w) 
R., LL.B. (Arthur Young McClelland 
Moores & Co, Glasgow) 

nal he G., B.SC., (Robertson Ar -Maxtone Graham, 


urgh) 
Ross, J. W., B.A. (William Guias & Co, Glasgow) 


Scotland, A. W., B.A. (Arthur Young McClelland 
Moores & Co, Edinburgh) 
Scott, M. Ee (Kidston, Jackson & Co, Glasgow) 


Sem de, A . G. (Bourston, Macfarlane & Co, 
Glasgow) . 
Shamash, A. F., LL.B. (Scott, Peden & Co, Edin- 


Simpson; W. R. (Graham, Smart & Annan, l 
Edinburgh) 


Smith, R. W. (Festus Moffat & Co,. ee 


Co, 
lasgow) 
Sienne. J. Co C. (A. G. Murray & Co; Edinburgh ` 
Stewart, Le , (W hitelaw, Wells & Co, Edinburgh) 
Stewart, I. R. (Fraser, Martin & Co, Glasgow). 
Sturrock, R. I., M.A. (Miss) (Whinney Murray & Co, 
Edinburg h). 
Suttie, I. À. (Meston & Co, Aberdeen) 


Tasker, A. W., B.com. (Arthur Andersen & Co, 


Groe 
Taylor, R. G. (Kidston, Jackson & Co, Glasgow) 
Thomson, C. J. G. Harley Hepburn & Co, 
Kirkcaldy 


'Thomson, a W. (Cooper Brothers & Co, Sec 

Thomson, J. C. (Davidson & Workman, Glasgow 

Thorn, P. A. (Wyllie Guild & McIntyre, Glasgow) 

ace vi ; McG., B.A. (Touche Ross & Co, 

s 
Tillotson, J J. S. (McWilliam, Smith & Co, Inver- 
Tweedie, A T: (T. Hunter Thomson & Co, 
dinburgh) f 

Urquhart, The Hon. R. D. L., LL.B. (Miller, 
McIntyre & Gellatly, Dundee) ` ` 

k ss . (J. Douglas Henderson & Co, Edin- 
ur 

Watt, " H. W. (Reid & Mair, Glasgow) 

Wilkin, H. D. M., DA (Touche Ross & Co, 
Glasgow) 

Wilson, R. (Stewart: Gilmour & Co, Ayr) 

Young, G. H., B.A. (Davidson, Smith, Wighton & 
Crawford, Edinbur gh) 

Young, J. P: (Miss) (Davidson, Smith, Wighton & 
_ Crawford, Edinburgh) 
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op "e ‘taxation’ is rio: longer confined to the resulting income tax and surtax. 

> Even a disposal ‘of: ‘capital or the grant of a lease’ now gives rise to tax- 


| i EE I under the capital: gains ‘tax legislation, which also affects companies. | 
| 44 E in the form of. ‘chargeable gains’ liable at the corporation tax rate. 
KE ` The enactment-of the Land Commission Act 1967 meant: (hat the 
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Principals with the | 
responsibility for training | 
newly articled clerks 


should ensure that the best course of action for 
their newly articled clerks is to enrol with the 
Metropolitan College. 


All bona fide Principals who are considering the ` 
postal coaching arrangements for their newly articled 
clerks are invited to inspect a copy of the Metro- 

_ politan College Study Manuals, to see for themselves 
that the contents are thoroughly up to date and 
-designed specifically to give progressive and care- 
fully graduated instruction, backed by a businesslike 

, tutorial service that receives the constant and 
enthusiastic commendation of the students. 


Please write to the Principal, B. Mendes, B.Sc.Econ., F.C.A., Dept A1, 
Metropolitan College, St Albans, and we will gladly send you, without 
charge or obligation, a copy of one of our Study Manuals. 





Metropolitan College unassailable record 
of Examination Successes 


_At the professional accountancy examinations, for which the Metropolitan College provides 
Expert Postal Tuition, students from the College have obtained — 


MORE THAN 45,000 PASSES and 
MORE THAN 1,400 DISTINCTIONS 
MEDALS and PRIZES 
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TAKE ACTION NOW |! Write TODAY for a free copy of l LINKED PRIVATE STUDIES 
the College Accountancy Prospectus (stating the examina- For students who wish to participate in linked oral 


tion in which you are interested) to the Metropolitan Se 
College (A1), St Albans, or CALL at the London Advisory and correspondence tuition, the Luton College of 


. Office, 30 Queen Victoria Street, London EC4N 4SX Technology and Metropolitan College now offer 
(01-248 6874). After office hours (5 p.m. Monday-Friday) ` ` these facilities. Please write to: Metropolitan 


telephone messages are recorded electronically. l College for details of various courses available. 
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NE of the characteristics of advanced economic 
systems is the gradual decrease in the proportion of the 
Jabour force engaged in the production of goods while, 
pari passu, the proportion engaged in the service and 
distributive trades rises. A major contributory factor in the 
rising importance of the services sector in advanced 
national economies is the growth in the provision by 
government agencies of communal, rather than private 
purchase of, services such as education and medicine. 
Currently in the UK and the USA the proportion of the 
labour force utilized in what are often, but erroneously, 
termed ‘productive’ industries has fallen to less than half 
as production processes become increasingly capital 
intensive. In contrast, the service and distributive trades 
are labour intensive, with a very high proportion of women, 
many of whom work only part-time. They also include 


the bulk of workers classified as self-employed. These 


developments are also to be observed throughout Western 
Europe. 

In this day and age of national income accounting, such 
structural changes — both within the national economy and 
the composition of the gross national product — pose 
substantial problems for the statisticians. In particular, 
these developments need the compilation of detailed inter- 
sector input-output accounts for the full implications of 
such changes for the economy to be realized. A new study 
from the National Economic Development Office by Mr 
Anthony Smith entitled The Measurement and Interpreta- 
tion of Service Output Changes! examines the problems of 
measuring changes in output and productivity within the 
service sector of the economy. 

The significance of being able to measure accurately the 
changes over time in the productivity and output of the 
service sector, as distinct from the industrial sector, may 
not be self-evident. Yet, a failure to recognize the scale 
and direction of any such changes may lead the Govern- 
ment to ill-judged policies. Thus, the introduction of SET 


1 Available free of charge from NEDO. 





as a means of influencing the distribution of the labour 
forse was clearly a mistake in the light of the longer-term 
trends within the economy. But the overriding considera- 
tion was the need for additional governmental revenue. 

As one American critic quoted by Mr Smith has ob- 
served, the errors inherent in the use of inadequate statistics 
for such measurement are ‘not innocuous; yet the move- 
ments of the variables do influence policy’. In short, 
whether or not the average citizen appreciates the efforts 
of modern government to increase the rate of economic 
growth, the fact remains, as the American critic has 
observed, the sooner we can provide economic policy-makers 
with better statistical tools as a background for decision- 
making, the better. 


It is not, however, just a question of ‘better’ statistics. 
There is also a conceptual problem involved: the difference 
between what we may term ‘real’ output and ‘economic 
quantity’. There is a tendency to use the indices based 
on changes in real output as a measure of economic welfare; 
in other words, quantity is everything. On the other hand, 
consumer preferences vary considerably; even the com- ` 
munity may have wishes concerning the collective dis- 
position of its resources. Thus, if economic welfare is to 
be measured, then the ‘economic quantity’ which also 
reflects price changes is more useful. To incorporate price 
changes, however, is not easy and the task is made doubly 
dificult by the question of how government-provided 
services should be measured. 


Such issues may appear to be far removed from the more 
fundamental day-to-day accounting processes with which 
the average professional accountant is concerned. Yet, it 
is because the accountant is so often directly responsible for 
providing raw data, either in the form of published ac- 
counts or, more often, in the form of statistical returns to 
one or other department of government, that there is a 
need for members of the accountancy profession to interest 
themselves in what others may do with their figures. 
Statisticians may be ever-conscious vf the old adage about 
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making silk purses out of sows’ ears, but those who later 
use the product of the statistician’s labours are prone to 
overlook such caveats. 

The Government Statistical Service and, more especially, 
‘the Business Statistics Office, have shown a keen awareness 
of the irritation which many of their periodic inquiries, 
more especially the censuses of production and distribu- 
tion, may engender among the public and the accountants 
who are often left with the task of completing the statutory 
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returns. Yet, there is little likelihood that the Government’s 
demands in such matters will diminish in time;. the 
converse is more likely. And, the reliance Government 
policy mzkes upon such information will tend to increase. 
In the circumstances there would seem to be good reasons 
for the in-erested parties to consider together more regularly 
than in the past, how the one may help the other. Manage- 
ment, as we are nowadays told, is not one science or skill; 
it entails an inter-disciplinary approach. 


Second Tier for ICMA 


HE Council of The Institute of Cost and Management 

Accountants, in its report for the year 1971, recorded 
its awareness of the needs of industry for accounting 
services at technician level and hope of publishing proposals 
for the establishment of a less advanced level of qualifications 
during 1972. Coincidentally with the appearance of the 
report itself — extracts from which are reproduced on other 
pages — these ‘second tier’ proposals have also been released 
in the form of a consultative document to the Institute’s 
members. | 

'The demands of industry for such a qualification, the 
Council has pointed out, are witnessed by the current 
demand for ICMA registered students who have passed, 
at the most, three parts of the Institute’s present examina- 
tion structure. Further advantages are claimed in that the 
ICMA has a duty to provide a qualification and career 
pattern for those who cannot meet its entry standards with 
a view to associate membership (recently raised to a 
minimum of two ‘A’ levels or the equivalent) but who never- 
theless have a contribution to make to industrial account- 
ancy; whilst members of the Institute would benefit by 
being freed from routine work to concentrate on the higher 
level duties for which their qualification befits them. 

Prospective students for the ‘second tier’ qualification, it 
is envisaged, would be designated ‘registered students’ of 
the Institute, the present registered student body preparing 
for associate membership being re-designated ‘student 
members’. The examination progression for such candi- 
dates is seen as four ‘O’ level passes (including English and 
mathematics) as a minimum entry requirement, followed by 
the Ordinary National Certificate or Diploma in business 
studies and a qualifying examination set by the Institute. 
On successful completion of the qualifying examination, 
candidates would be admitted as ‘Affiliates of The Institute 
of Cost and Management Accountants’. 

Under these proposals, affiliate members would not be 
entitled to use any designatory initials, but would enjoy 
substantially the whole range of Institute facilities available 
to members, including the right to attend (though not to 
vote) at branch or géneral meetings. Affiliates would be 


represeated on the Council, and their names published in a 
register separate from the list of members. Affiliate mem- 
bers, or registered students who had obtained a pass with 


credit in not less than two subjects of the ONC or OND 


examination, would satisfy the minimum qualifications for 
studen- membership, and would thereafter be eligible to 
sit the five-part professional examinations with a view to 
qualifying as an associate of the Institute. 

Commenting on fears that affiliate members might com- 
pete with the Institute’s present membership for employ- 
ment, the Council believes these fears to be largely 
unfounded. By virtue of his designation and the absence of 
any rizht to use designatory initials, the affiliate would be 
seen £ the member’s assistant rather than his competitor. 
It is farther pointed out that the qualification of an affiliate 
woulc depend in large measure on the ONC or OND 
examinations, educational facilities for which already exist. 

As a measure of the importance of the new proposals, 
they nave been circulated to all members of the Institute 
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with a request for written replies not later than July 14th. 
Members are asked to state in their reply whether or not 
they agree in principle with the establishment of a less 
advanced grade of qualification and, if they do not so 
agree, the reasons for their objections. This step, it should 
be noted, is not to be regarded in the light of a ‘vote’ on 
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the Council’s proposals; members will be expressing views 
which the Council has undertaken to consider before making 
firm recommendations to the membership. The Council 
will also be seeking the views of a wide range of interested 
parties, including employers, educationalists and careers 
advisers. 


English Institute's New Officers 


T the age of 48, Mr Douglas Spottiswoode Morpeth, 
T.D., B.COM., F.C.A., this week became the youngest 
President of The Institute of Chartered Accountants in 
England and Wales for over 40 years. A partner in the firm 





of ‘Touche Ross & Co, Mr Morpeth was elected to the 
Council in 1964, becoming Vice-President of the Institute 
in 1970 and Deputy President last year. 

Educated at George Watson’s College, Edinburgh, and 
Edinburgh University, Mr Morpeth served with the Royal 
Artillery in India, Burma and Malaya from 1943 to 1947. 
He is a member of the Court of Assistants of the Honour- 
able Artillery Company, and from 1966 to 1969 held the 
appointment of Master Gunner within the Tower of 
London — one of his predecessors in this office being the 
Prime Minister, Mr Edward Heath. 

Amongst his professional activities, Mr Morpeth will 
be remembered as chairman of the Institute’s special 
committee on future policy which reported earlier this 
year (The Accountant, February 24th). He is chairman, 
and a founder member, of the Accountants International 
Study Group, vice-chairman of the Accounting Standards 
Steering Committee and a member of the board of trustees 
of the International Centre for Research in Accounting at 
Lancaster University. As a former chairman of the Insti- 


tute’s Parliamentary and Law Committee, he showed 
himself a particularly active campaigner for simplification 
of the British tax system; he was also closely concerned in 
the negotiations leading to the recent recognition of profes- 
sional firms of accountants to audit local authority accounts 
(The Accountant, March 2nd and April 2oth). 

The new President is well known as a speaker and as 
chairman of a number of Institute courses and conferences, 
including the 1970 Cambridge Summer Conference on the 
theme of ‘What is Profit?’ 

Married, with two sons and two daughters, his home is at 
Shamley Green, near Guildford. 


NEW DEPUTY PRESIDENT 


The new Deputy President for 1972-73 is Mr Edmund 
Kenneth Wright, M.A., F.C.A., a partner in the firm of 
Dearden, Lord, Annan. Moh (formerly Annan Dexter 
& Co). A member of the Institute since 1937, Mr Wright 
was elected to the Council in 1959 and has been Vice- 
President for the past year. 

Now 62 years of age, Mr Wright was educated at 
Leighton Park School and at St Catharine’s College, 
Cambridge, where he graduated with honours in English 
and economics. Amongst his many professional appoint- 
ments, Mr Wright was for nine years a member of the 
committee of the London and District Society of Chartered 
Accountants, and its chairman in 1957-58; a member of the 
Institute’s Taxation and Research Committee for six years 





prior to his election to the Council and a Vice-President 
of the London Students’ Society since 1958. He has served 
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on most of the principal committees of the Council, often 
as chairman or vice-chairman. 

As a Vice-President of the London Students’ Society, 
and also a former member of the Courses and Articled 
Clerks committees, Mr Wright retains a keen interest in 
student relationships and indeed in the whole field of 
professional education. A fluent speaker and writer on 
professional topics, he has contributed three booklets to the 
Institute’s ‘Practice Administration’ series; he has also 
devoted himself energetically during his vice-presidential 
year to improving communications between the Institute 
and its membership. His address to the recent annual 
general meeting of the London and District Society of Char- 
tered Accountants on “The State of the Institute’ was 
reported in The Accountant for May 25th. 


NEW VICE-PRESIDENT 


Mr Kenneth Johnston Sharp, T.D., M.A., F.C.A., has been 
elected Vice-President for 1972—73 in succession to Mr 
Wright. An honours MA of St John’s College, Cambridge, 
he was admitted to membership of the Institute in-1955 
and became a member of the Council in 1966. 

Mr Sharp served with the 2nd Indian Airborne Division, 
and after demobilization, in 1948, with the ‘Territorial 
Artillery; from 1958 to 1960 he commanded the Carlisle 
battery, with the rank of major. Whilst awaiting demobiliza- 
tion, he was for three months officer in charge of courts- 
martial at the RA depot, Woolwich — an early experience 
of judicial office which seems to have stood him in good 
stead! He has been a magistrate for the City of Carlisle 
since 1958, and immediately prior to his present appoint- 


Birthday Honours 
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ment was vice-chairman of the Institute’s Disciplinary 
Committee. 

A partner in the firm of Armstrong Watson & Co, Mr 
Sharp is particularly well known for his close interest in the 
problems of the smaller practitioner and his clients; he 





presented a paper to the 1970 Oxford Summer Course on 
the theme of “Smaller Audits — Bigger Problems?’. He is 
also chairman of the Institute’s advisory board for interfirm 
comparison. 

Now 45 years of age, Mr Sharp was at one time the 
youngest member of the Council. Though this record has 
since been eclipsed by others, it seems that, if the usual 
progression is maintained, Mr Morpeth’s record as the 
youngest President for 40 years is likely to prove of short 
duration. 


Industry. Mr N. S. Sceats, F.S.A.A., 
chief financial officer, Cwmbran 
Development Corporation and Mid- 
Wales Newtown Development Cor- 
poration. 


N the Birthday Honours List pub- 
lished last Saturday, two members 
of the accountancy profession were 
created Knights Bachelor, seven re- 
ceived the CBE, two the OBE and 
two were awarded the MBE. They are: 


Knights Bachelor 

Mr D. J. Barron, B.COM., C.A., chair- 
man, Rowntree Mackintosh, for ser- 
vices to export. Mr C. W. M. Court, 
F.C.A.(AUST.), in the Commonwealth 
and Australia List, for distinguished 
services to government and national 
development. 


CBE 

Mr J. M. W. Bosworth, F.c.A., vice- 
chairman, British Railways Board. 
Mr J. K. Dick, F.c.a., chairman and 
managing director, Mitchell Cotts 


Group and lately chairman, British 
National Export Council for Middle 
East Trade, for services to export. Mr 
W. Hollinrake, F.1.M.T.A., treasurer, 
Somerset County Council. Mr A. G. 
Howe, T.D., F.C.A., chairman and 
managing director, The Steel Group, 
for services to export. Mr L. R. Price, 
F.C.A., managing director, Honeywell 
and Honeywell Information Systems, 
for services to export. Mr G. W. 
Searle, D.S.C., F.C.A., chairman, execu- 
tive committee and director finance 
and planning, British Petroleum Trad- 
ing, for services to export. Mr G. E. L. 
Whitmarsh, M.A., F.c.A., for public 
services in Devon. 


OBE 
Mr N. W. Ferguson, c.A., chief 
accountant, Department of Trade and 


MBE 

Mr H. Mayor, F.c.A., of the auditing 
and costing division, Ministry of 
Agriculture, Northern Ireland. Mr 
C. Nuttall, j.p., FREA, member, 
Blackpool and Fylde Hospital Man- 


agement Committee. 


immediate Success of 
Interfirm Comparison 


REMENDOUS interest has been 

shown by member-firms of The 
Institute of Chartered Accountants in 
England and Wales in the interfirm 
comparison service inaugurated last 
month (The Accountant, May 25th). 
Speaking to The Accountant earlier 
this week, Mr C. A. Westwick, 
B.SC.(ECON.), F.C.A. — who, as a Tech- 
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nical Under-Secretary of the Institute, 
has been intimately concerned with the 
development of the scheme - said that 
over 300 firms had so far subscribed 
to the service, compared with perhaps 
40 or 50 applications which might 
have been expected. 

Mr K. J. Sharp, T.D., M.A., F.C.A., 
chairman of the advisory board for 
interfirm comparison and now Vice- 
President of the Institute, confirmed 
that the new venture had been ‘a 
magnificent success’. His own firm 
would certainly support it. The over- 
whelming response to the announce- 
ment of the service had shown that the 
Institute was providing a facility 
much needed by practitioners for some 
time. 

Prior to taking up his present 
appointment with the Institute, Mr 
Westwick was employed by the Centre 
for Interfirm Comparison, and has 
undoubtedly been able to apply his 
experience to good use. The service 
has been conceived as a co-operative 
exercise for member-firms of the 
Institute to compare their own per- 
formance, under conditions of con- 
fidentiality, with a series of factual 
yardsticks in the form of ratios; 
obviously, the greater the number of 
firms participating, the more authori- 
tative these statistics will be. 

Firms wishing to avail themselves 
of the interfirm comparison service 
are required to subscribe ZI per 
partner or member of staff, subject to 
a minimum charge of {25 and a 
maximum of (ioo: it is hoped to 
repeat the comparison annually. Fur- 
ther details are available from the 
Institute at Chartered Accountants’ 
Hall. 


Business Ethics 
ROFITABILITY and develop- 


ment of firms together hold out 
more promise for those who work in 
them than do wage demands that lead 
to losses; if managements had more 
confidence in their status and func- 
tions, they would make these things 
clear to the world. This point is made 
by Professor H. B. Acton, in The 
Ethics of Capitalism, recently pub- 
lished by The Foundation for Business 
Responsibilities. 

Today’s businessman, it is sug- 
gested, is in danger of being deprived 
of a reasonable and morally acceptable 
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view of himself and his contributions 
to society. Demand may be influenced 
by moral standards, since producers 
normally cannot create demand but 
can only elaborate it or deflect it; if 
they do think of something absolutely 
new, that must conform to standards 
of what is socially tolerable. 

Against the background of recent 
industrial disputes, Professor Acton is 
critical of the part played by large 
trade unions who ‘get their way now 
because they are feared rather than 
because there is any belief in the cause 
they represent’. Just as the present- 
day employer faces dangers which his 
nineteenth-century predecessors did 
not know, his workpeople are also 
different, and it is now as dangerous 
for a man to quarrel with his union 
as with his employer. Allegations of 
‘exploitation and cruelty- in present- 
day industry, it may be thought, are 
scarcely applicable in these times of 
widespread car ownership and foreign 
holidays. 
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Support for 
Commonwealth 
Companies Act 


R JOHN R. HARROWELL, 

President of The Institute of 
Chartered Accountants in Australia, 
announced last week that his Institute 
was strongly in favour of a Common- 
wealth Companies Act with jurisdic- 
tion over all companies in the Austra- 
lian Commonwealth. This decision 
was reached during the half-yearly 
Council meetings held recently in 
Sydney in which representatives from 
all States participated. 

Mr Harrowell added that the 
Council was influenced by the growing 
complexities of corporate activities 
operating in more than one State, and 
the desirability for the business com- 
munity to function with the greatest 
certainty and expedition. 

The continued lack of uniformity 
between the Companies Acts and 
Ordinances of the States and Com- 


Municipal Treasurers’ 


New President 


HE new President of The Institute 

of Municipal Treasurers and Ac- 
countants for 1972—73 is Mr Wilfred 
Bowdell, B.SC.(ECON.),  F.LM.T.A., 
F.R.V.A. Now 58 years of age, Mr 
Bowdell is City Treasurer of West- 
minster, and has served as Vice- 
President of the IMTA for the past 
year. 

Mr Bowdell began his career in 
local Government with the County 
Borough of Bury. He graduated with 
honours from London University in 
1945, and in 1948 was appointed 
deputy borough treasurer of the for- 
mer London Metropolitan Borough 
of St Marylebone, becoming ‘Treasurer 
and Establishment Officer in 1962. In 
1965, following reorganization of Lon- 
don’s local government, Mr Bowdell 
succeeded to his present appointment 
at Westminster. He has also been a 
member of the IMTA Council since 
1965. 

Amongst his other professional ac- 
tivities, Mr Bowdell is Chairman of 
the Advisory Committee of ‘Treasurers 
of the London Boroughs Association, 





a Past-President of the Association of 
Local Government Finance Officers 
and a Council member of the Local 
Authorities Mutual Investment ‘Trust. 
His leisure- interests include musical 
appreciation, gardening, photography, 
sport, and foreign travel. 

Mr T. W. Sowerby, F.I.M.T.A., 
F.S.A.A., D.P.A., Borough ‘Treasurer of 
Bromley, becomes Vice-President of 
the Institute for,1g72~73 in succession 
to Mr Bowdell. 


` 
€ ` 
wpe 
ee Ula 


ae 
22 da T. 


-i 
} i. ` Taki PD 
Vd. Cer ~~, soe Ae hé 

Ye aa: EE, A le Ae 


a L { ` 4 á 1 y ` 
E Deg 2 E oe ee . ` 
AE EE EE 


e "Er ek? y> AN 


+. 


™ 


Le KSE 
Pa? me be 


E T EAE AE ass Stain, Siti Fa TN aR lel ok en 






a 7 


Vs 


Ka M ` 1 n » ` D = `. 
t a wiz q P ogee ur: 


¿Cins aane Z= 
> Ab Ñ at ik m JI 


746 


monwealth, differing interpretations 
of sections of the Acts and Regulations 
by some State Companies Registrars 
or Corporate Affairs Commissioners, 
and confusion in the minds of overseas 
people as to the control of corporate 
activity in Australia were quoted by 
Mr Harrowell as some of the difficul- 
ties being experienced under the State 
legislation in force at present. 

Mr Harrowell emphasized that the 
Institute believes that one single 
Companies Act at Commonwealth 
level should remove many of the diffi- 
culties and uncertainties now existing. 


AICPA Officers 
Nominated 
R LEROY LAYTON, cC.P.A., 
senior partner of Main Lafrentz 
& Co, of New York, has been nomi- 
nated for the presidency of the 
American Institute of Certified Public 
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Accountants in 1972-73. He is a past 
Chairman of the Institute’s Account- 
ing Principles Board. 

Meeting recently in New York, the 
AICPA committee on nominations 
also designated as vice-presidents 
Messrs William T. Barnes (Washing- 
ton DC); Edward A. De Miller, jun. 
(Mississippi); Max Myers (Missouri); 
and James E. Seitz (California). Mr 
Harry F. Reiss, jun. (New York) was 
nominated as treasurer. 

Mr Leonard M. Savoie, a former 
partner in the American firm of 
Price Waterhouse & Co, is to retire on 
June 30th, on completion of his agreed 
five-year term as executive vice- 
president of the AICPA. Mr Savoie, 
who has filled his post with great 
energy and distinction, will be free to 
resume his other professional interests. 
Announcing his impending retirement, 
the Institute stated that it had not yet 
reached a decision upon his successor. 


Schizophrenic Railway Finance 


HE national attitude towards rail- 

way finances is ‘schizophrenic’, 
according to the Rt Hon. Richard 
Marsh, chairman of the British Rail- 
ways Board. Addressing a recent 
conference on public transport at 
County Hall, Westminster, Mr Marsh 
said : 

‘On the one hand we are expected, 
rightly in my view, to provide a 
service which contributes to the total 
social and economic needs of the 
nation, yet our remit from Parliament 
takes no account of anything other 
than BR accounts. To give examples, 
if the reduction of passenger services 
in London improves BR’s financial 
position, it is our duty to reduce them 
regardless of the cost to the community 
of increased congestion and road 
accidents. 

‘Governments spend hundreds of 
millions of pounds attempting to 
attract industry to develop districts, 
while BR has an obligation to withdraw 
freight services if they do not show a 
profit in the railway accounts, regard- 
less of the level of public investment 
being poured into the area.’ 

Claiming that the British railway 
system was, in fact, one of the least 
subsidized in the world, Mr Marsh 
pointed out that over the past three 


years the railways had shown a surplus 
of £8.8 million after paying back 
£129°3 million to the taxpayer in 
interest charges. ‘Though Britain 
seemed to delight in denigrating its 
own achievements, BR, despite all 
its problems, produced a better finan- 
cial result than most other railways 
of asimilar type anywhere in the world. 

A correspondent in The Financial 
Times recently criticized several feat- 
ures of railway accountancy, including 
the ‘cross-subsidization’ which ob- 
scured the true merit or otherwise of 
various kinds of railway operations, 
thus, for instance, restaurant cars are 
subsidized out of hotel earnings, and 
captive customers and profitable trains 
subsidize such non-profit earners as 
cross-country services. A solution, he 
suggested, might be found in func- 
tional costing of all forms of railway 
operation and the setting up of strict 
performance norms which manage- 
ment and staff would be expected to 
meet in order to qualify for the follow- 
ing year’s State subsidy. ‘Track costs 
should be included as a fundamental 
factor in these calculations, the State 
paying the railways an agreed annual 
rent for the use of their tracks. 
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B.A. - £28 


“Tü%⁄ MIPLOMA mills’ — institutions 

awarding degrees by purchase, 
without examinations or prescribed 
courses of study — have been causing 
some anxiety recently in the United 
Kingdom. Thus, for instance, a con- 
tributor to an American journal signed 
himself as “Ph.D.(Sussex)’; his degree, 
it was subsequently ascertained, had 
not been awarded by the University of 
Sussex, but by the Sussex College of 
Technology. Inquiries have been re- 
ceived, both by Sussex University and 
by other institutions, as to whether 
the university does in fact award 
degrees to persons not required to 
attend its courses. 

Two other institutions under the 
same control as the Sussex College 
of Technology have been mentioned 
as the University of the Science of 
Man, at East Grinstead, and the 
Brantbridge Forest School, Haywards 
Heath. ‘The prospectus of the latter is 
quoted as offering a B.A. degree for a 
thesis or published work in any of a 
wide range of subjects, including 
‘educational science, photography 
(technical or practical), music (any 
form), human relations, management 
consultancy, psychophysics, literature, 
economics, radionics, radiothesia and 
many similar subjects’ on payment of 
£28. 

Students seeking higher distinction 
may obtain a Ph.D. for a further £28, 
or the title of ‘Professor Emeritus’ for 
£100; this last is intended as a ‘special 
award’ for students who already hold 
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professional status or ‘who have above 
average ability’. 

A Parliamentary question is to be 
tabled to Mrs Margaret ‘Thatcher, 
Minister of Education, by Miss Janet 
Fookes (Cons., Merton and Morden) 
calling for an inquiry into the sale of 
bogus degrees. ‘Diploma mills’ are 
not, of course, recognized as educa- 
tional institutions by the Ministry, 
which under present legislation has no 
control over them. 


Statistical Sampling 


TATISTICAL sampling is now 
well-established as an audit tool. 
A recent Canadian publication sug- 
gests, however, that the technique is 
not dissimilar from driving a car — easy 
to do, but requiring skill to do well. 
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Again like cars, there are various types 
of statistical sampling plans in exist- 
ence; it is for the auditor, having 
acquired a good basic knowledge of 
statistical sampling, to select his own 
approach. 

Published by the Canadian Institute 
of Chartered Accountants, Statistical 
Sampling in an Audit Context, by Mr 
G. R. Meikle, c.a. (Canada), is inten- 
ded as an introduction to the use of 
statistical sampling in audit tests, and 
not as a ‘how to do it’ manual. 

A significant point made in Mr 
Meikle’s paper is that several standard 
texts on statistical sampling are written 
in a terminology unfamiliar to the 
accounting profession, and that the 
audit effectiveness of statistical sampl- 
ing is likely to be determined by 
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for instance, ‘determination that all 
cheques which should be on the 
outstanding cheque list are, in fact, 
so included and are not understated 
(by a specified amount)’ rather than 
‘verify outstanding cheque list’. Defi- 
nition of the objective in the former 
terms will greatly increase the chance 
of performing the proper test. 

The Canadian Institute’s “Task 
Force 2,000’ (The Accountant, Novem- 
ber 26th, 1970), has already suggested 
that the auditor of the future will 
become involved with professionals 
from other disciplines in the conduct 
of his engagements. Statistical samp- 
ling, Mr Meikle suggests, represents 
no more than one small step in the 
direction of a time when the use of 
mathematical tools by auditors will be 
commonplace. 


precise definition of the objectives — 
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Supply and Demand 


by An Industrious Accountant 


REMEMBER an occasion when, halfway through lunch 

at the club, the general manager of a big hotel complained 
about the difficulty of finding a quick replacement for his 
chief accountant who’d been badly hurt in a car smash. 
What with getting the advertisement published, waiting 
ten days to accumulate the answers, and losing another 
week arranging appointments, it had been nearly a month 
before he held his first interview. 

The boss of the plastics factory, a subsidiary in a com- 
plicated conglomerate, had grumbled that his laid-down 
procedures required him to send back a four-page form to 
applicants so as to ensure all relevant data was tabled in 
advance. That meant another week lost. By the time he’d 
held his interviews, and the successful candidate had given 
reasonable notice, he’d wasted two months at the very 
least. 

Half a dozen assorted executives jumped on the band- 
wagon with comments of ‘ridiculous’, or ‘chaotic’, or ‘it 
will never do for EEC’. They stared at me as if it was my 
fault, so I retaliated by telling of my costs man’s effort 
to get a better job. He wrote to a score of our local in- 
dustries, but only eight answered, and five of these were 
pre-printed rejection slips. 

On reflection, it seemed a simple case of supply and 
demand missing one another out so I went to the chairman 
of our local accountants’ society. What about establishing 
an appointments register? If we induced chaps seeking new 


jobs to file a suitable curriculum vitae with the said chair- 
man, without commitment on either side and in strictest 
confidence, then we could get the good word around to 
local business. A brainwave, yes, but essentially simple, I 
said modestly. 

The chairman is a helpful old chap and he took rather 
well to the idea. We roughed out a draft form, with per- 
sonal details of age, qualifications and so forth, and largish 
sections for special skills and experience, and for preferred 
categories of work. This latter would be the image pro- 
jection, to display valuable expertise and show a gleam of 
ambitious talent on the ‘per ardua ad astra’ basis. 

He rang me back later to say his committee supported 
the idea. Mind you, he added, they'd tried something 
similar before, without success, but they’d have a go. 
There was only this one snag. . 

He hadn't really time to handle it himself, he said, and 
his senior committee members, being in practice them- 
selves, felt it could be an invidious duty for them. 
They might get forms from their own staff, or have the 
opportunity of poaching . . . fact was, would I ever handle 
it myself? Respected elder citizen, one-time committee 
member, and too old to get into the rat-race, what? No 
better man, what? 

What could I do but agree? So now I’ve a drawer full 
of forms, mostly containing ill-presented platitudes where 
they should have dynamic all-persuasive credentials. ‘The 
local tycoons haven’t stirred, despite the chairman’s 
circular. 

I rang the plastics character, who responded rather 
chillily. His head office would consider it unfair, he in- 
dicated, not to give equal opportunity to all likely con- 
tenders. Besides, he liked to test the market, see the talent 
available, you know, by issuing an attractive advertisement. 
To make up for it, three unknown but fluent aspirants 
ring me regularly at home and rather hint I’ve let them 
down badly by not providing them with managerships 
worthy of their abilities. 
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Central and Local Government 


The Future of Local Government Finance 


ELATIONS between central and local government, 

the growth of education expenditure, and special 
problems of the decaying inner areas of some of Britain’s 
major cities formed the principal themes of the Presidential 
address to members of The Institute of Municipal 
Treasurers and Accountants at Brighton this week. In the 
course of his address to the Institute’s 87th annual con- 
ference, the outgoing President, Mr James L. Salt, 
F.I.M.T.A., Said: 


I cannot think that there can be any doubt about the item 
which most obviously calls for a thorough airing at this point of 
time. The rate increases announced a short time ago, following 
on those of 1971, have drawn 
attention in unmistakable fashion 
to the serious problems which 
confront those of us who are 
responsible for the financial health 
of our local authorities and in any 
circumstances these problems 
would surely have cried out for 
consideration at our annual con- 
ference. 

However, in July 1971, the 
Government issued a Green Paper 
on the future shape of local 
government finance. It was per- 
haps too much to expect that the 
future arrangements for financing 
of local authorities could, even 
temporarily, supplant the merits of various football teams, the 
goings-on in Coronation Street, and the more exciting aspects 
of the permissive society as the most popular subject for general 
discussion amongst the great majority of our citizens. Despite 
its importance local government does not rate that highly in the 
minds of most members of the community. For that reason the 
Government must look to meetings of the cognoscenti for help 
in formulating proposals for the future shape of local govern- 
ment finance and I would expect the members and financial 
officers attending our conference to be at least as well qualified 
as any other body of people to offer useful advice on the subject. 

Initially it seemed quite easy to understand the disappoint- 
ment which was generally expressed at the fact that the Govern- 
ment deemed it necessary to issue a Green Paper — a discussion 
document — on local government finance at so late an hour. 
Yet, was it really so strange? Where in all that had been said 
and written about the need for a revitalized system of local 
government was there any real indication of an agreed or even 
suggested philosophy capable of determining the relationship 
which should subsist between local authorities and the central 
government? Where in a world in which we are increasingly 
encouraged to participate in the art of management by objectives 
was there any positive definition of our objectives? Can we be 
sure, even now, that we have formulated in our minds precise 
ideas as to the standing of local authorities vis-a-vis the central 
government? Probably not, and it may therefore be helpful if 
we first remind ourselves of some features of our present 
situation. 





Having regard to the rather chequered history of develop- 
ments in the financial arrangements which support local 
authorities it is perhaps surprising that there are so many virtues 
in their present form. Yet virtues there undoubtedly are, and it 
would be regrettable if current dissatisfaction with the present 
pattern of local government finance caused those virtues to be 
neglected and hence not carried into any new order. 

We may surely say straight away that there exist no doubts 
about the financial integrity or financial stability of our local 
authorities. It matters not whether our high standards derive 
from, or exist despite, government intervention; the fact is that 
the community has learned to expect that we shall be free of any 
significant measure of corruption, that we shall not live with 
continuous revenue deficits, that we shall not default on loans 
and that we shall have proper regard to our resources before 
entering into commitments. Statutory requirements covering our 
local taxation and the raising and servicing of our loans, 
access to stable, even though inadequate sources of income, 
and our programming and budgetary techniques have brought 
about a state of affairs which is the envy of many other 
countries. 

There is, of course, a general consciousness of too great a 
dependence on the central government for revenues needed 
to finance the cost of local services. As the proportion of local 
expenditure met from local taxation has declined there has 
naturally been a disposition to think that local power has declined 
at the same rate. The existence of a mass of detailed administra- 
tive controls varying in emphasis and points of impact as 
between the main services has reinforced the concept of local 
government as a rapidly weakening force engaged unavailingly 
in a power struggle. Many of these controls are wholly or mainly 
financial in character. 


Three possibilities 


What is now urgently needed is a firm decision as to the func- 
tions and status of local government after reorganization. Three 
possibilities inevitably present themselves: 


First, that the present uncertain state of affairs will continue, 
with local government suffering the frustrations which must 
flow from any assumption that it has full powers of a kind 
which it no longer possesses and which no central government 
can find it possible to concede to it. 


Second, that local government will seek to assert its inde- 
pendence notwithstanding the obstacles which stand in the 
way of its recovering from the present situation to achieve a 
degree of freedom which developments in recent years have 
increasingly conspired to deny it. 


Third, that local government will recognize the agency 
nature of much that it does but will seek to retain within its 
own discretion such areas of its activities as lie properly 
within the field of local determination. 


It would not be surprising if the Government opted for the 
first of these possibilities. The absence of any written constitu- 
tion regulating the relationship between central and local govern- 
ment must, indeed, have proved convenient at so many moments 
when some further encroachment on local authorities was in 
mind. 
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I believe that for far too long we have indulged in the all- 
too-facile belief that if only we were conceded more sources of 
revenue in our own right we should enjoy a much higher level 
of real freedom as a natural consequence. We have possibly 
allowed ourselves to be over-influenced by the fact that the total 
net expenditure of local authorities is financed broadly as to 
6o per cent from general taxation and only 40 per cent from local 
rates. However, gross expenditure is financed broadly as to 56 
per cent from rates and other income and only 44 per cent from 
government grants. It could obviously be argued that the 
Government had been conceded a much greater say in our affairs 
than its financial contribution justified, if, that is, the source of 
finance had anything to do with the matter. 

Surely, however, a real transfer of power to accord with the 
expressed intentions of the Government would call for much 
more than an increase in the proportion of expenditure financed 
from local taxation and a lessening of departmental administra- 
tive controls. What would be required would be a far greater 
right than local authorities have at present to decide what they 
want to do and a complete assurance of resources (from what- 
ever source) adequate to enable them to implement their deci- 
sions. In terms of freedom even unlimited resources are of little 
significance if the power to spend is constrained; equally, free- 
dom to spend is of strictly limited value in the absence of th 
necessary resources. 


Grants 


On the subject of government subventions, the Green Paper 
sounds a much more positive note. Indeed, a less kindly eye 
than my own might here discern full recognition of the fact 
that the Government must in the future provide an increasing 
proportion of local government finance and a determination that 
something really must be done to make that prospect more 
palatable or at least less objectionable 

There can surely be no doubt that the expressed preference 
for block grants as opposed to specific grants will be welcomed 
although there is an obvious need for the retention of specific 
grants, e.g. highway capital grants, in areas where the expendi- 
ture is substantial but irregular in incidence. Specific grants 
may also be justified where expenditure on a service is large in 
relation to the resources of individual authorities; there may, 
in fact, be an increasing need for such grants arising from the 
special problems now facing many of our large cities. 

One of the most intractable problems continually facing 
those of us who are concerned with the financing of local govern- 
ment services is that of measuring the benefits flowing from our 
expenditures. Experiments with, e.g. cost benefit analysis, 
PPBS (planning, programming, budgeting systems) and PAR 
(policy analysis and review) have reflected dissatisfaction with 
this state of affairs and a commendable desire to ensure that we 
obtain value for money in our affairs. Some statements about the 
future level of spending on the education service have unfortu- 
nately appeared to have been made either without knowledge of 
these experiments or in the belief that the disciplines in mind are 
necessary but only for the other fellow. 

We must bear in mind that the education service admini- 
stered by local government absorbs over half of all local govern- 
ment income from rates and rate support grant and about 15 per 
cent of its capital expenditure. Indeed, the local authority 
education service in itself costs more than the whole amount 
raised by rates for all services. 

I do not blame the educationalists for pressing for an in- 
creased share of resources for education; it is a part of their 
job to do so. But we should always be conscious that their 
demands conveniently overlook a very important point. In 
modern jargon they are expressing the value of educational 
expenditure in input terms only and, indeed, it is quite common 
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for the Institute’s unit costs to be produced in evidence to show 
that some authorities are below par in their spending. There is 
here an assumption that increased expenditure must inevitably 
result in a corresponding increase in the quality of education 
itself. 

In the present state of knowledge the quality of education 
is unfortunately not measurable. A manufacturer must think in 
terms of cost per unit of output, and he ignores the law of 
diminishing return at his peril. Having already established a 
good basic education system we are exhorted to increase expendi- 
ture on the assumption that the law of diminishing returns is 
irrelevant to education. I think it essential if we are to achieve a 
reasonable allocation of resources between education and other 
services that more satisfactory measures than those we use at 
present should be developed. 


Special needs of the cities 


Local authorities do not constitute a homogeneous group. 
Nowhere is that comment better justified than in ovr large 
cities. 

Externally these cities may well be regarded as powerful 
units of local government commanding resources which must 
seem, most impressive to members and officers of smaller 
authorities. It is only when the acute problems of the cities are 
considered in relation to their available resources that there can 
be a proper understanding of a situation which constitutes a 
threat not only to the cities concerned but also, as Í see it, to 
some part of the economy of our country. 

Solutions to the problems of housing and overcrowding 
have in the last decade increasingly been sought in the export of 
population despite an awareness that such a policy would, in 
fact, create further problems. Unfortunately, overspill action 
by local authorities has apparently been reinforced by a high 
degree of voluntary migration. As a consequence, city popula- 
tions have declined at a very much higher rate than was looked 
for or desired. Naturally enough, perhaps, the more self- 
reliant citizens have formed a large majority of those who have 
left, with the result that the population remaining embraces a 
relatively higher proportion of the more dependent sections of 
the community. 

The financial difficulties arising from such a situation are 
only too obvious but they have in turn been greatly exacerbated 
by the losses of general grant suffered because of the fall in 
population. The extent of such losses may not be generally 
appreciated but it is a fact that as a direct consequence of the 
reduced populations revealed by the 1971 Census, Liverpool 
found it necessary to levy in the current financial year a rate in- 
crease of 13p under this head alone and Manchester was faced 
with an increase of 7p for the same reason. | 

If recent trends are to be halted, let alone reversed, the 
decaying inner areas of our cities have to be transformed so that 
tbey are no longer concentrations of social problems but become 
places in which people can live satisfying lives in pleasant 
environments. The problems involved in financing the massive 
expenditures which will be needed to achieve an objective of this 
kind, at a time when the resources of the concerned local 
authorities are constantly declining, need no emphasis from 
me. 

It may be that involvement of the Government in the problems 
of our cities will enable them to understand the arguments for 
some restructuring of the oresert system of grants to take 
account of the special needs of these areas. It may even be that 
the Government will feel obliged to have second thoughts about 
the distribution of functions within the new metropolitan coun- 
ties, for the administration and financing of major social 
services at county rather than district level would at least spread 
the burdens over a very much wider arĉa. 
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Professional Recommendations 


Influence of the Bank Manager 


by R. VAUSE, B.A.(Com.), A.C.A., A.T.1.1., and N. WOODWARD, M.A., M.B.A. 


A high proportion of smaller accountancy practices tend to measure success in terms 
of the growth in numbers of clients. New clients may be acquired by recommendation to 
` the practice, either by existing clients or by other professional men — particularly bank 


managers and solicitors operating in the locality. 


|. has been little material published on the methods 
used by one professional to assess the competence of 
another; yet this assessment is crucial to all parties. If a 
recommended firm fails to meet the expectations of the 
client, this failure may be incorporated in the cette 
assessment of the recommender. The research reported 
here throws some light on one aspect of this relationship — 
how bank managers make recommendation to bank custo- 
mers requiring the services of an accountant. 

This research concentrated on the smaller accountancy 
practice; accordingly one of the smaller cities in England 
was chosen for investigation. From the local telephone direc- 
tory, 25 branches from each of the four major banks were 
chosen, all with locations outside the city. By this means it 
was hoped to get a cross-section of replies from bank 
managers who dealt with the smaller accounts, and who 
would be more likely to be involved with the smaller pro- 
fessional firm. 

Of 43 replies, five were from branches too small to 
warrant including their data in the tables produced here; 
they were in effect sub-branches providing a deposit and 
withdrawal service to a small community. This leaves a 
sample of 38 whose replies are used as a basis for this 
report. The fact that the response rate was relatively high 
for a postal questionnaire indicates that the subject is of 
interest to bank managers as well as accountants. Many of 
the bank managers completing the questionnaire had 
obviously taken pains to be fully explicit, and indeed added 
comments of their own, some of which are quoted in full. 
To make the various tables used in the article more digest- 
ible, all replies are shown as a percentage of the total 
sample of 38. 


Number of recommendations 


How often in an average year are bank managers asked to 
recommend accountants to their customers? This appeared 
to be a difficult question to answer precisely. Bank managers 
maintain no records of such requests, and in answering 
made a rough approximation. This is suggested by the fact 
that of the 38 replies 18 gave the figure of six requests per 
year, that 1s, roughly one every two months. This infor- 
mation is set out in Table 1. 

The spread of answers covers a range from two to 25 per 
year, with an average of eight. The total number of recom- 


. TABLE 1 
Number of Recommendations made 
Percentage 

of all replies 
. 2— 5 in an average year... 2 pi m 10 
6-10 ‘i e ge ga 22 Sie 61 
11-15 i P .. w. ek ae 18 
16-20 2 Pe Di D z d 1 
21-25 e H De SS Sé D 5 
No figure provided D e ge dë 5 
100 


mendations made by managers completing the question- 
naire was over 300 per year, suggesting that bank managers 
can indeed be an important source of new business for the 
professional accountant. 

The principal reasons why bank customers request advice 
from the manager as to which accountant to employ are 
shown in Table 2. As might be expected, the reasons most 
often stated were that the customer was commencing a 
business venture, or that he had problems with taxation 
requiring professional advice; these two together account 
for over 60 per cent of the requests made to bank managers. 
However, of the remaining reasons given, over half were 
concerned with the customer’s current dissatisfaction with 
their accountant. 


TABLE 2 
Reasons for Requests to Bank Managers 
` Percentage 
of all replies 
Setting up in business se 8 SS D 37 
Problems with taxation e .. se an 24 
To change current accountant because of dissatisfaction 18 
To change current accountant, no reasons specified .. 11 
Other a MN ee Se sa Si 10 
100 


It was not the intention of this research to investigate 
causes of client dissatisfaction with accountants. But 
several bank managers described at length what they con- 
sidered to be undesirable traits in a professional accountant, 
and these are discussed later. It is perhaps surprising that 
almost 30 per cent of requests being made to bank managers 
were by customers wishing to change their accountant. 
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initial contact with accountants 


The high rate at which bank managers receive requests 
from their customers to recommend accountants makes it 
evident that customers expect their bank manager to have a 
sound knowledge of accountants operating in their locality. 
Yet the bank manager can expect to change his branch 
several times during his banking career. How then do bank 
managers get to know the accountants in their area? It 
might. be expected that there would be some emphasis 
on social contact with the business community in the branch 
area. However, as Table 3 shows, this was not the case in the 
areas sampled. The most common source of information on 
accountants was the accountant’s work on bank customer’s 
balance sheets. 


TABLE 3 
Sources of Information on Accountants 
Percentage 
of all replies 
From their work on customers’ accounts Sé SS 43 
From business contacts SS es e e 21 
From other bank employees .. Sé SC eg 20 
From the List of Members .. D oe sis 6 
Other sources Së D bs s>: Sen 10 
100 


—— 
= 


If bank managers coming fresh to a branch rely largely 
upon their customer’s balance sheets as a source of infor- 
mation on the accountancy population, this could well 
provide only a limited sample. But in the smaller towns 
and regions surrounding a city it is to be expected that the 
bank manager would soon become aware of the majority of 
accountants in his area. 

The bank managers were also asked how many account- 
ants practising in the locality they knew personally, and 
what proportion of the total number of professional ac- 
countants they considered this to be. As can be seen from 
Table 4, all bank managers claimed to know at least one 
accountant, and the majority to know between four and six. 

TABLE 4 
Knowledge of Accountants in the Area 


Percentage 

of all replies 
1—3 accountants known a ee eae 42 
4—6 accountants known 2 Sa Se Së 47 
7 or more accountants known x: = DR 11 
100 


It would be possible for a bank manager to know only 
the accountants from one partnership and so, whilst 
knowing several accountants, really to have only a very 
limited knowledge of the true accountancy population. To 
clarify this problem, bank managers were also asked to 
estimate what proportion of the total number of accountants 
practising in their area they knew personally. As Table 5 

TABLE 5 
Proportion of Accountants Known 


Percentage 
of all replies 
0— 25 per cent of all partners known Sh "ae 10 
26- 50 Wi ” Wi er s .. 21 
51— 75 Se N š; ji ey SE 58 ` 
76—100 H er “ H d e 1 1 
100 


—— 


THE 
ACCOUNTANT 


751 


illustrates, they feel that they have a reasonably full aware- 
ness of accountants practising in their branch locality. 

'The majority of bank manazers considered that they knew 
over half of the accountants in practice in the area. If bank 
managers were wrong about the total population of ac- 
countants in their area, then the information set out in 
Table 5 would be ill-founded. A rough check on this was 
made by studying the total number of accountants in the 
areas to which the questionnaire was distributed. In these 
areas, from the figures in the English Institute’s List of 
Members, the average accountancy practice had three 
partners, and there was an average of four such firms. 
Allowing for the fact that there would be a few accountancy 
practices run by members of other professional bodies in 
the areas concerned, the data in Tables 4 and 5 would seem 
to be valid. 


Basis for recommending accountants 


The importance of personal contact with bank managers 
for the professional accountant is considerable. In response 
to the question whether the bank manager would ever 
recommend an accountant with whom he was not person- 
ally acquainted, only 15 per cent of bank managers said they 
would consider doing this. If the accountant-is to expect 
any business to be placed with his firm by a bank manager, 
it is essential that there be some personal contact. 

These findings, while not unexpected, have implications 
for the accountant about to set up in practice. The bank 
managers were asked a specific question on this issue: 
would the bank manager ever recommend an accountant 
new to his area? Most managers made it clear that under 
no circumstances would they recommend such an accoun- 
tant to their customers unless they had seen his work 
previously, had him recommended by other bank sources, 
or personally assessed his competence in some other man- 
ner. Only four managers stated that they might recommend 
a ‘new’ accountant if they had social contact with him and 
approved what they saw. As one manager wrote, “My job 
is based on the ability to pick the right man to back; I do 
the same with the accountant. If I don’t like what I see, I 
don’t back it.’ - 

What specific qualities do bank managers look for when 
recommending an accountant? The findings on this are 
set out in Table 6. Many. managers mentioned two or three 
such qualities for, as would be expected, the various points 
raised are very much inter-related. 


TABLE 6 


Qualities Bank Managers Look For Percentage 
of all replies 

Promptness in producing audited accounts .. = 31 
Ability and willingness to advise clients a ai 28 
Abreast with current legislation and case law avi 14 
Integrity ae eg Ki 7 
Clear and concise presentation - 6 
Efficiency 6 
Personality 4. 
Other 4 

100 

— 


There will always exist, in the decision to recommend 
one accountant rather than anothes, a certain amount of 
personal bias. There will often be genuine friendship 
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between the manager and the accountant; they move in 
the same social circles in a small community, and are likely 
to belong to the same social organizations. 

There is also the question of reciprocity ; this proved too 
difficult a topic to investigate through a postal question- 
naire, although one manager specifically wrote: ‘Reciproca- 
tion is desirable’. It would certainly be sound practice for 
any professional firm to make sure that new accounts opened 
at a bank through their mediation were so attributed by the 
bank manager. There might also be advantages in spreading 
the opening of new accounts for the firm’s clients through 
all the banks in the locality, and not just the one where the 
partnership account was lodged. It cannot be argued that 
personal friendship and the ability to return recommenda- 
tion with recommendation will always be important in the 
relationship between accountant and bank manager; yet 
there are certain basic qualities that, in the eyes of bank 
managers, are prerequisites to obtaining their recommenda- 
tion. 


Professional reputation 


The professional accountant places considerable emphasis 
on the reputation of his firm. When bank managers were 
asked whether they considered reputation to be important, 
all but two replies were affirmative. 

Questioned about the basis of their assessment of 
reputation, most referred to the qualities set out in Table 6, 
which can be taken as constituting the factors bank man- 
agers considered in deciding whether an accountant is, 
from their point of view, a ‘good accountant’ — i.e., those 
which contribute to the accountant’s reputation. It may be 
asked whether bank managers are competent to judge the 
work of the professional accountant, but the important 
point is that bank managers are judging performance on 
the basis of the accountant’s work where it affects them- 
selves and their customers. In this respect it is considered 
relevant for accountants to be aware of the performance 
criteria emphasized by bank managers. 

Table 6 provides a broad outline of performance areas 
mentioned by bank managers, with a relative weighting by 
frequency of mention. Promptness in preparation was the 
factor most frequently touched on, and was also often men- 
tioned by bank managers in additional comments, for 
instance: 

‘In general, there do seem to be long delays in getting 
accounts out each year (often over a year). A lot of this may 
be due to client disinterest, but many customers complain of 
the delay. The delay also means that early warning of adverse 
trends is not available to me.’ 


This comment is linked with the other factor most 
frequently mentioned — the ability and willingness to advise 
clients : 

‘A number of accountants fail to discuss my customer’s 
accounts with them, or, if they do, fail to get over the import- 
ant points.’ 


This comment, whilst particularly damning of the 
accountant, is representative of several made by bank 
managers. It may be that some accountants think they are 
providing an adequate service for their clients, but simply 
‘fail to communicate. From the bank manager’s viewpoint 
thé..accountant often seems to. place too much emphasis 
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on the taxation aspects of annual accounts, rather than 
using them as a vehicle for assisting managers run a success- 
ful business: 
‘It appears only too often that accounts are produced solely 
for the purposes of tax liability, and not to assist small busi- 
ness men with the running of their companies.’ 


` 


Conclusions 


A number of implications for accountants can be derived 
from this research, if it is accepted as being representative. 

Firstly, bank managers can be important in providing 
new business for any accountancy practice. The average 
bank manager is asked to recommend an accountant every 
two months, and many managers may be dealing with one 
request per month — the rate probably being related to 
volume and nature of a branch’s business. 

The most frequent reason for bank customers to require 
an accountant is that they are setting up in business or have 
tax problems. Yet it is not just the bank manager’s assess- 
ment of the accountant’s professional expertise that leads 
to the recommendation. A firm’s reputation is assessed 
critically on the basis of its promptness in presenting 
accounts, its ability to advise clients, and so on. If a 
partnership is endeavouring to specialize in one aspect of 
professional work, it would do well to check its general 
performance as well. 

Few bank managers know all the accountants in their 
area, so it is up to the accountant to ensure personal 
acquaintance with the managers in their sphere of opera- 
tions, if they want to be recommended to bank customers. 
There appears to be less emphasis on social contact than 
has been previously recognized by accountants. 

The main source of contact with accountants, and their 
assessment, arises from work on clients’ accounts. How- 
ever, in many cases this can lead to frustration for the bank 
manager, as the information he requires is not the same 


-information that the accountant is trying to produce for his 


client’s benefit, and the Inland Revenue. Also, the time 
schedule of the accountant is not tailored to the bank 
manager’s requirements ; what is satisfactory for the taxman 
is not acceptable to the banker. This potential divergence 
could be eliminated if the accountant offers additional 
services and advice when required. 

It is considered particulatly worth while for the account- 
ant to attend any interview a client is having with the bank 
to raise money or discuss overdraft facilities. On such occa- 
sions the accountant and bank manager will be working on 
a common problem with a mutually beneficial goal. Such’ 
work can well lay the foundation for a more satisfactory 
relationship between the two. There may also be a case for 
the provision of less detailed financial data more frequently. 

Previous research has showed that the principal means 
used by the smaller accountancy practice to measure their 
success and reputation was through complaints or praise 
from clients, or recommendations from existing clients 
resulting in new business. Almost every client has a bank 
manager, who can praise or condemn on the basis of his 
perceptions; the bank manager’s opinions extend beyond 
the provision of new business. A significant proportion of 
requests made to bank managers for the name of an ac- 
countant came from customers dissatisfied with their 
existing accountant. 
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Small Companies and 


PECIAL arrangements are made in clause go of the 
Finance Bill 1972 for relieving the burden of corpora- 
tion tax on small companies. However, the reasons for 
doing so as set out in the White Paper on the ‘Reform of 
Corporation Tax’ (Cmnd 4955) seem to be somewhat at 
variance with the method which has been adopted. 
Paragraph 26 of the White Paper states that small 
companies generally have to retain a higher proportion of 
their profits than larger companies since they have fewer 
alternative sources of capital. One would have expected, 
therefore, that small companies would be charged at a 
. lower rate on retained than on distributed profits and 
indeed paragraph 27 suggests that this is so by saying that 
the small company may pay ‘mainstream’ corporation 
tax (at hypothetical rates) of 40 per cent or as little as ro 
per cent according to the amount distributed. The latter 
figure, however, is arrived at after 30 per cent advance 
corporation tax has already been paid so that the total 
liability remains at 40 per cent. In any case a company 
which pays 30 per cent advance tax must have distributed 
70 per cent of its profits and would therefore have left 
itself nothing with which to pay the remaining 10 per cent — 
and this is a system designed to help companies which are 
short of capital. f 


Concession on distributions 


The explanation that small companies ‘benefit less from 
the reduction in the rate of tax on distributed profits than 
they would lose on paying the higher rate of tax on their 
retentions’ lacks something of the lucid elegance which 
usually marks the style of the authors of White Papers, 
but appears to suggest that the solution would be a reduc- 
tion in the tax on retentions. Indeed, if small companies 
make substantial distributions the basis of the concession 
(that they need retentions to build up capital) clearly does 
not apply and it is dificult to see why there should be any 
concession on distributions. l 

In order to understand the system proposed in the Bill 
there are a number of detailed matters which must first be 
defined. | 

I. Lower relevant maximum amount. This figure is 
basically {15,000 and on profits of less than this amount 
corporation tax is to be charged at a reduced rate called 
the ‘small companies rate’. Where the accounting period 
in question is less than 12 months, the lower relevant 
maximum amount is proportionately reduced. It is also 
subject to adjustment where there are associated com- 
panies (see paragraph 3 below). 

2. Upper relevant maximum amount. This figure is 
basically £25,000 and tapering relief is given on profits 
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up to this amount. Like the lower relevant maximum 
amount, it is liable to adjustment where the accounting 
period is less than 12 months and where there are as- 
sociated companies. 


3. Associated companies. An associated company is, for 
the purposes of this clause, one which controls or is con- 
trolled by another company or one which is controlled by 
the same person or persons as the other company. ‘Control’ 
is to be construed in accordance with the definition con- 
tained in section 302 of the Income and Corporation Taxes 
Act 1970, that is to say, the familiar definition used in 
connection with the ‘close company’ legislation. 

Associated companies which have not traded during the 
accounting period (or during such part of it as they were 
associated) are disregarded but if a company were associated 
for any part of the accounting period it shall, if it traded 
during that part, be included and each such company, 
even if associated for different parts of the period, is to be 
counted separately as an associated company. 

The number of associated companies which a company 
has having been determined, its relevant maximum amount 
is then divided by the numter of such associated com- 
panies plus one, that is to say, it is divided equally among 
the group. 

The effect, it seems, could be as follows: A Ltd forms 
four subsidiary companies three months before the end 
of its accounting period and the accounting years of the 
subsidiaries end on the same date as that of A Ltd. The 
lower relevant maximum amount of A Ltd for the year is 


£15,00 


o l 
=f3,ooo. The lower relevant maximum amount of 
"s id 


ten ue 15,000 
each subsidiary is then £15,000 x2 
I2 


+: 


accounting period E of a year) which amounts to {750 


(since its accounting 


for each subsidiary, making a total for the four of £3,000. 

‘The total lower relevant maximum amount for the year 
is, therefore, not £15,000 but £6,000. It would appear to 
have been more logical if, in such a situation, the lower 
relevant maximum amount for A Ltd had been {9,000 so 
that the amount for the whcle group would remain at 
£15,000. 

4. Profits. Profits for this purpose are to be taken as the 
amount of the profits on which corporation tax falls finally 
to be charged with the addition of franked investment 
income received from outside the group if any. Asa result 
of the effect of clause 88 of the Bill, such profits will include 
a fraction only (yet to be decided by Parliament) of the 
company’s capital gains. Dividends are to be treated as 
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received from inside the group if they are ‘group income’ 
or would be “group income’ if the companies so elected. 
No definition cf group income is contained in the Bill, so 
that one is thrown back to section 256 of the Income and 
Corporation Taxes Act 1970 (as amended by clause 86 
of the Bill). 

_It should be noted that whereas companies are associated 
for the purposes of clause go if they are controlled by the 
same person or persons, which includes an individual, 
dividends paid by one company to another where both are 
controlled by the same individual are not ‘group income’ 
within the meaning of section 256. 

5. Income. Income is defined as that part of the company’s 
profits other than the part attributable to capital gains on 
which corporation tax falls finally to be borne. Where a 
company has incurred management expenses, charges on 
income or other payments which are deductible from profits 
of more than ore description, the gains excluded from profits 
in calculating income shall be the gains before any such 
deduction 1s made. Thus the whole of any management 
expenses etc. 13 to be deducted from profits in arriving at 
the amount of income. 
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6. Corporation tax payable. Having calculated the rele- 
vant maximum amounts, the profit and the income, the 
tax Lability may then be computed. It should be noted 
that relief under clause go is given only to companies 
resident in the United Kingdom. 

Wiere the profits as defined above do not exceed the 
lowe- relevant maximum amount corporation tax is to be 
charged on the income of the company at the ‘small com- 
panies rate’ which remains to be fixed. 

Where the profits fall between the lower and upper 
relevant maximum amounts the corporation tax to be 
charsed on the company’s income is to be reduced by a 
fract.on (to be determined by Parliament) of a sum equal 
to tke amount by which the profits fall short of the upper 
relevant maximum amount multiplied by the company’s 
income (as defined in paragraph 5) and divided by its 
prof (as defined in paragraph 4). 

It is clear that the small companies rate applies only to 
corporation tax payable on the company’s income. The 
norma] rate will be payable on any chargeable gains which 


are themselves reduced by the provisions of clause 88 
of tke Bill. , 
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Cases 





Lucas v. Cattell 


In the High Court of Justice (Chancery Division) 
March 27th, 1072 


(Before Mr Justice UNGOED-T'HOMas) 


Income tax — Emoluments — Clerk to council — Telephone at home 
as required by council — Rental charge — Whether deductible — 
Income Tax Act 1952, Schedule 9, paragraph 7 — Income and 
Corporation Taxes Act 1970, section 189. 


The taxpayer was the Clerk to the East Suffolk County Executive 
Council, which required him to have a telephone at his home, 
so that he might be contacted outside normal office hours on 
any urgent National Health Service matter. The taxpayer, 
therefore, caused a telephone to be installed at his home, and 
incurred liability for a rental charge for the telephone of £16 
for the year ir. question. The telephone was used for private 
calls also. In previous years the Revenue had treated £4 a year 
as a concessionary deduction in computing the amount of the 
taxpayer’s Schedule E assessment. 

It was contended on behalf of the taxpayer that the purpose 
of installing the telephone was to meet the specific requirements 
of the Executive Council, and that the whole £16 was deductible. 
It was contended for the Revenue that although it was necessary 
for the taxpayer to have the telephone for the performance of 
his duties, yet as the telephone was used for private calls also, 
the rental charge was riot incurred wholly, exclusively, and 


necessarily in the performance of the taxpayer’s duties within 
the meaning of Rule 7 of the Income Tax Act 1952, now section 
189 >f Income and Corporation Taxes Act 1970. 

Tae General Commissioners decided in favour of the 
Revenue. 

Held: the General Commissioners’ decision was correct. 


Coren v. Keighley 

In the High Court of Justice (Chancery Division) 

March 28th, 1972 

(Before Mr Justice UNGoEp- T'HoMAs) 

Cap:tal gains tax ~ Disposal of land stated in transfer deed — 
Mortgage to purchaser ~ Legal charge — Completion ~ Whether 
sale 5y instalments — Whether amount of morigage was part of. the 


Purchase price, or was money lent — Whether accountable as profits 


of bralder’s trade — Land Registration Act 1925, section 28~ Finance 
Act 1965, sections I9, 22, 23, Schedule 6, paragraphs r, 2, 4, I4. 


The taxpayer disposed of 24 Canning Road, London Ns, for 
£3,750 as stated in the deed of transfer. The purchaser gave the 
taxpayer a legal charge for £2,250, so that he actually received 
only £1,500 at once. The sale was with vacant possession, and it 
inccrporated the National Conditions of Sale. Clause 8 provided 
that the vendor would on completion advance to the purchaser 
the sum of {2,250 at an interest rate of g per cent payable over 
ten years. The transfer deed was in common form, and the 
transfer was stated to be ‘in consideration of £3,750, the receipt 
whereof is hereby acknowledged’. The purchaser executed a 
legal charge in common form, whereby in consideration of 
£2,250 the purchaser as beneficial owner charged the property 
with the payment of the £2,250 with interest at the rate of o$ 
per cent per annum. The legal charge also provided for the 
taxpayer accepting payment of the £2,250 by monthly instal- 
merts. The account sent to the taxpayer by his solicitor used 
the phrases ‘sale price £3,750’ less ‘advance by vendor £2,250’; 
the letter from the taxpayer’s solicitors to his auctioneers stated 
tha: “The sale was for the price of £3,750, and the vendor on 
completion advanced to the purchaser the sum of £2,250. . 
The £3,750 was brought into account in computing the 
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amount of the gain to the taxpayer on this transaction, on the 
footing that there had been (i) a sale for that sum; and (ii) a loan 
of £2,250. It was contended for him that besides the balance ‘of 
£1,500, there could be brought into account only a sum to be 
ascertained as if it were a trading receipt within Case I of 
Schedule D and the cases of John Cronk & Sons Ltd v. Harrison 
and Absalom v. Talbot; and that, alternatively, by paragraph 14 
of Schedule 6 to the Finance Act 1965 the ‘consideration to be 
taken into account’, should be calculated on the same basis. 
The General Commissioners decided in favour of the 
Revenue. os, | 
Held: the General Commissioners’ decision was correct. - 


Bamferd v. ATA Advertising Ltd 
In the High Court of Justice BEE — 
March 27th, 1972 


(Before Mr Justice BRIGHTMAN) 


Corporation tax — Advertising company ~ Cr edit facilities — 
Drawings by. director — Payments to his other company — Cross- 
drawings — Director interested in estate:agency — Money diverted 
there also — Estate agency and director bankrupt — Deficiency 
written off by appellant company ~ Whether deductible for tax 
purposes — Income Tax Act 1952, section.137 (t). l 


The appellant company obtained credit facilities from a mer- 
chant bank for up to £30,000, and the arrangement was that 
cheques could be drawn on the latter by any two of the appel- 
lant company’s directors. The appellant company also had an 
ordinary bank account, on which cheques could be drawn by 
one particular director alone. This director also controlled 
another company (the St James company), and he was the owner 
of, or partner in, an estate agent business (Lincoln). 

The director in question, without the knowledge or consent of 
his co-directors, and for the purpose of accommodating the 
St James company, transferred money to the latter. His co- 
directors discovered this in 1966, and they required the amount 
outstanding to be replaced. On January 15th, 1966, the director 
in question drew a cheque for {10,000 on the bank account of 
the St James company, and it was paid into the bank account 
of ATA. On the previous day he had drawn a cheque 
for £10,000 from the bank account of ATA, and had paid 
it into the bank account of the St James company. On January 
16th, he drew a cheque on the St James company to repay the 
£10,000 then due to ATA but simultaneously he drew a 
cheque for £15,000 on ATA’s account in favour of the St 
James company, and this sum was diverted to Lincoln. In 
November 1966 Lincoln failed with a deficit of over £100,000 
and the director followed suit shortly afterwards. 

In the accounts of ATA for the period ending April 3oth, 
1967, the sum of £15,000 was written off as a bad debt. ATA 
was, however, assessed to corporation tax with the £15,000 
treated as non-deductible. 

It was contended for ATA that the director in question was a 
servant of ATA as well as being a director, and as such was in no 
different a position from any other clerk or servant who might 
misappropriate the funds of ATA; and that tunds misappro- 
priated by a servant were deductible in computing a company’s 
assessment. 

The General Commissioners decided that it was irrelevant 
whether or not the £15,000 was laid out wholly and exclusively 
for the purpose of ATA’s trade or whether it represented 
capital withdrawn from its trade; and that as the {15,000 had 
been obtained from the company by fraud; it was deductible. 

Held: there was a difference between a theft by a subordinate 
employee and a massive defalcation by a director; and the 
£15,000 was not deductible in computing the assessment ‘of 
ATA for corporation tax. 
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Accountancy for Managers 


by J. BATTY, D.COM. (Ga), M.COM.(DUNELM), ACAL M.B.LM. 
Heinemann, £3. E 


This book is written in non-technical language ee is concerned 
with the improvement of managerial efficiency and with ac- 
counting as an integral part of management. It describes 
costing systems, outlines the basic principles of the control of 
labour, materials and overheads, stresses the importance of 
management decision and control in the capital expenditure 
field, and emphasizes the value of standard costing, marginal 
costing and the management of cash. The chapters on marginal 
costing and standard costing (including budgets) are the most 
interesting in the book. 

The book is aimed primarily at managers who are interested 
in improving their performances but should also prove useful 
to those taking diplomas in disciplines in which accountancy 
is one of the less important features for study. Each chapter 
ends with two exercises directed to practical problems that the 
author expects readers to meet in their business activities. 

The author acknowledges that the bibliography is far from 
comprehensive, though a wider field of viewpoints would have 
been covered if the thirteen books listed did not include as 
many as four by the same author. 

Dr Batty is well qualified by academic study and experience 
to write a book of this nature, having already written several 
on the advanced aspects of management accountancy. The 
purpose of the author, expressed in the preface as “a compre- 
hensive book at introductory level’, has been generally achieved. 


Investment for All 
by WILLIAM G. NuRSAW, F.C.LS., A.C.LI., F.S.S. 
Gee & Co, £3°25. 


This is an excellent source of information on all sorts and 
conditions of investments, full of the sort of good advice which 
the late Mr Harold Wincott would have approved. In 260 
pages we are taken from the general introduction into the 
nature and purpose of investment through the prerequisite, 
as Mr Nursaw sees it, of having a fund of accessible liquid 
money to a consideration of the types of investment available, 
how each works, its merits and drawbacks. Leading the list of 
preferences is the good investment trust, but there is room for 
approval for unit trusts in general and — perhaps a somewhat 
rarer bird — the property unit trust, as better than’ property 
bonds. 

Anyone wanting precise ‘dications of the exact’ taxation 
treatment of the many forms of investment available should 
seek a more specialized book, but as a handy reference manual 
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for the busy accountant or an introduction to the subject for 
the student it is really everything one could ask for. 


The Financing of Small Business 
Second edition by James BATES. 
Sweet & Maxwell, £3. 


This is not so much a revised edition as a new book. The first 
edition leaned heavily on the results of a sample survey into 
small businesses, much of which has now been eliminated. 
Furthermore, the author has now tried to make the book 
suitable for the business man seeking information on finance 
and related matters as well as the postgraduate student in 
economics and business courses. 

On balance, the author probably serves the latter better than 
the average businessman; it is indeed arguable that what suits 
the former is unlikely to meet the needs of the latter type of 
reader. However, this is a good book for Final examination 
candidates of the accountancy bodies to read since it includes 
much useful information and its presentation and method of 
analysis is excellent for students, who tend all too often to rely 
excessively on their tutorial notes. 


VAT —A Concise Guide 
by H. H. MAINPRICE, 
VAT Planning and Publications Ltd, paperback, 45p. 


Value Added Tax and The Bill Explained 
Butterworth, paperback, {1-70. 


Value Added Tax 
by G. S. A. WHEATCROFT. 
Cassell, paperback, £1-80. 


When the’ new value added tax finally comes into operation 
there will doubtless be many more books on the subject. For 
the moment, however, these three booklets based on what is 
already known about the tax and the current Finance Bill 
provide a good start. If all successive studies are as good, then 
we should all know quite a lot about VAT. 

The first is the smallest and shortest of the three studies and 
Mr Mainprice’s exposition of the basic features and probable 
modus operandi of the new tax is good value for the lay reader 
or student who wants to know what the experts are talking about, 

- It is very good value for money and students will find it gives 
them an excellent background. 

The Butterworth study comprises three main sections. The 
first is a fairly lengthy but very readable commentary and ex- 
position of the Bill and its salient points by Mr English, F.c.a. 
This is followed by the Bill and a further section is devoted to 
the EEC directives relating to VAT. The author has very much 
the interests of the practising accountant in his approach and, 
for the practising accountant who is likely to find his clients 
asking him for guidance, this book should provide the answers 
to the basic questions. 

Professor Wheatcroft’s contribution to VAT is public 
knowledge, and his new study needs no commendation in these 
columns. Unlike the Butterworth study it does not reproduce 
the Finance Bill clauses, but Professor Wheatcroft examines the 
implications of particular clauses. Given the emphasis on in- 
terpretation of the individual clauses, this particular study is 
intended rather more for the lawyer and tax specialist than the 
above texts. In addition to the legal details there is a short 
introductory section on the background to and nature of the 
VAT. 
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Programming in RPG Il: IBM System 3 
by Jerome T. Murray. 
Allen & Unwin, £375. 


This 1s the second book written by the same author which 
appears in the System 3 series, and is devoted entirely to com- 
puter programming, using RPG II as the language. It is written 
with the assumption that the reader is already familiar with the 
basic terms used in computing but has no experience in pro- 
gramming or programming languages. 

While the text specifically deals with RPG II as the language, 
the principles which are enunciated in the text are broadly 
applicable to all programming language systems. The author is 
to be congratulated upon the clarity with which he expresses 
what are to the novice difficult topics to understand. At the 
same time each topic is dealt with in sufficient depth to provide 
a valuable working manual for the practitioner who is con- 
verting from another language to RPG II. ` 

The chapters cover the coding forms and compilation pro- 
cedures; programming for punched and printed output; 
calculation specifications; the use of indicators; and a series 
of concluding chapters covering additional and advanced 
operations and the special features of RPG IT. Each chapter is 
amply illustrated with the forms that are used and the way that 
the requirements of the program are incorporated in the 
system. In order to involve the reader, exercises are set at each 
stage so that he can test his comprehension of the text. 

The exercises set begin with simple programs involving 
the printer and (later) multi-function card units. To provide 
flexibility in testing them, certain exercises can be solved, 
coded and punched on 80-column cards for compiling on the 
IBM 1130 or System 360, using the standard RPG compiler. 
Altogether this is a useful text both for the beginner and the 
practitioner. 


RECENT PUBLICATIONS 


BuTTERWORTHS Dicest oF Tax CASES, 1959-1971. 
630+ 82 pp. ro x 74. Butterworth, £8. 

Pouitics, FINANCE AND THE ROLE oF Economics, by C. D. 
Foster. 232 pp. 9 x 6. Allen & Unwin, £3:50. 

BUSINESS Russian, by Siegfried Khols. 230 pp. 84x6. Pitman, 
£150. 

SPECIAL ENGLISH — OFFICE PRACTICE, by Pauline Naidoo, 
Maryvonne Bolch and Margaret Walker. viii+-103 pp. 84 x 54. 
Collier Macmillan, paperback, gop. 

SPECIAL ENGLISH ~ Computers, by Edward Humby and Philip 
Robinson. 84 x 54. ix-+119 pp. Collier Macmillan, paperback, 
gop, tape £ 1o. 

A GUIDE TO THE INDUSTRIAL RELATIONS ACT 1971, 
Heath. xx+ 256 pp. 94 x 64. Sweet & Maxwell, £3. 

INDIVIDUAL EMPLOYMENT Law, by B. A. Hepple and Paul 
O’Higgins. xxtlit+-20 pp. 9 X 6. Sweet & Maxwell, paperback 
£$2°25. 

CoPINGER AND SKONE JAMES ON COPYRIGHT, eleventh edition 
by E. P. Skone James, M.A. xvulit+g920 pp. 10X64. Sweet & 
Maxwell, £13. 

OPTIMIZATION IN INDusTRY, by T. A. J. Nicholson. Volume I — 
Optimization Techniques, xiii+222 pp. 94 X 64; Volume II — 
Industrial Applications, xiti+-252 pp. Longman, £5:75 each. 

PRINCIPLES AND PRACTICE OF BOOK-KEEPING AND ACCOUNTS, 
by B. G. Vickery, twentieth edition, by B. Mendes, B.sc. 
(ECON.), F.C.A., 908 pp. 83 x 54. Cassell, £2. 

FARM ACCOUNTING AND MANAGEMENT, by Ford Sturrock, sixth 
edition. ix+262 pp. 84x 54. Pitman, £2:20. 

SPICER and PEGLER’s Income Tax, twenty-eighth edition, by K. S. 
Carmichael, F.C.A., F.T.LI. xxxvilit676 pp. 8x54. HFL 
(Publishers), £3-50. 

INTERNATIONAL Tax PLANNING, by Barry Spitz. xxiii+ 159 pp. 
84 x 54. Butterworth, £4-50. 


These books may be obtained from, or through, Gee & Co (Publishers) 
Ltd, The City Library, 151 Strand, London WC2R (OT, 
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Pearson Group Grows Apace 


HERE are times when facts are annoying. “The Cowdray 
millions’ are no longer fantasy but fact in the accounts of a 
company with the decidedly prosaic name of S. Pearson & Son 
Ltd, acknowledged as controlled by the Cowdray family. In the 
days not many years ago ~ less than ten — when ‘the Cowdray 
millions’ were a matter of conjecture by newspaper columnists, 
an aura of mystery surrounded Cowdray companies. There was 
Pearson Industries which collected companies and discollected 
them as well. There were, of course, the Financial Times and 
Financial News and all their respective ramifications, together 
with Westminster Press Provincial Newspapers which were 
quoted companies, and there was Lazards, the merchant bankers, 
with the accent on the ‘the’. 
And there was much estimation, calculation and just plain 


guesswork as to how much ‘the Cowdray empire’, which was ` 


another way of saying ‘the Cowdray millions’, was all worth. 
There was a glimpse — a pretty good glimpse — when the 
Financial Times; Financial News and Westminster Press merged 
to form Pearson Publishing, but the new company was so soon 
on the go that it became difficult to judge the empire millions 
by Pearson Publishing, and there was even some relief when 
the world at large was given notice that S. Pearson & Son was 
going public. , 
But even with that event, though it did enable those who 
wanted to do so to agree on a figure for the Cowdray millions, 
the sums did not stay the same for long. S. Pearson & Son in 
its own right and through its subsidiaries has proved an acquisi- 
tive company. The Cowdray millions have grown apace and 
that, of course, was one of the objects of the public operation. 
The group now ranks as a major British industrial organization. 


Four arms 


There are four main arms to the Pearson group — banking and 
financial services, investment trusts, newspapers and publishing, 
and industrial and commercial interests. Banking and financial 
services means Lazard Brothers & Co and A. W. Bain Holdings, 
the latter being the holding company of the Bain Dawes Group 
insurance broking and underwriting organization. Group 
accounting treatment of Lazards is clear from the accounts but 
the full Lazard report and accounts were included with the 
-Pearson report as a separate document. 

_ Investment trusts largely comprise The Whitehall Trust 
which, with its subsidiary Minden ‘Trust, operated portfolios 
worth {22-2 million at the end of 1971. A telling point is that 
during the year {1-2 million was redeployed out of Whitehall 
Trust into other group developments. 

It was in the newspapers and publishing section that one of 
the major events of the year took place. This was the acquisi- 
tion of the outstanding shares not previously owned by Pearson 
Longman in The Penguin Publishing Co. S. Pearson exchanged 
these shares for additional shares in Pearson Longman, in- 
creasing the S. Pearson stake in that company to 63-6 per cent. 
Another major development in Pearson Longman was the 
purchase for £3137 million of Wills & Hepworth, publishers of 
the Ladybird series of children’s books. Within Pearson 
Longman, the Financial Times showed a small decrease in 
profit last year but the Westminster Press achieved a 19 per cent 
profit rise, with the Evening Echo launched in Basildon New 
Town, Essex, reaching a circulation of over 54,000 after only 


two and a half years of life — and that is an interesting thought 
for those who insist that television kills newspapers. 


Emerging pattern 


S. Pearson’s industrial interests were at one time a rather pecu- 
liar lot, but a pattern is now emerging following a series of 
acquisitions and one major acquisition in particular; Spearshaft 
Industrial Group may not be a particularly well-known indus- 
trial name but in that inestimable work Who Owns Whom, a 
hundred or so names are listed as Spearshaft companies. The 
companies are particularly concerned with pottery, glass and 
engineering — the Allied English Potteries and Allied Glass 
Merchants group being prominent — and Chessington Zoo 
being more than incidental. Boot and shoe interests, bulk 
storage and warehousing are also important. 

But the major industrial development came after the turn of 
the financial year in the completion of an agreed offer for the 
Doulton group. The Pearson view is that the combination of 
the Doulton and Allied English Potteries tableware business 
will create a better balanced and more profitable enterprise, that 
the industrial activities of both Doulton and Spearshaft Indus- 
trial Group will grow under one management, and that Doulton 
will become the main holding company for Pearson’s UK 
industrial interests. “The result’, Lord Cowdray says, ‘will be 
a coherent industrial group of a quality and potential matching 
our interests in the publishing and financial fields.’ 

Not that this is the end of Pearson’s industrial operations. 
Whitehall Petroleum, a Pearson subsidiary, is a member of a 
group recently allocated a licence for five blocks in the northern 
part of the North Sea, and Société Civile du Vignoble de Chateau 
Latour is the kind of subsidiary that every group of taste and 
discernment should have. 


Three public years 


This outline of the group must needs be sketchy, but a combina- 
tion of the accounts of S. Pearson & Son and of the subsidiary, 
but separately quoted, Pearsor Longman, and of Lazard 
Brothers does not leave a lot to the imagination. The amount of 
detail contained in the 5. Pearson and Pearson Longman reports 
is impressive. 

The extent of growth in the group in the first three public 
years is showing in the following table: 


| The profits of 1969 to 1971 were derived from the 


following principal activities: 1969 1970 1971 
Banking and financial services £2,205,951 £3,805,308 £4,776,432 
Investment trusts 931,128 969,348 831,844 
Newspapers and publishing 2,075,904 2,506,156 3,830,818 
Industrial and commercial interests 394,090 863,124 1,516,819 
North American interests 197,867 1,109 945 1,152,348 
Property 158,067 325,041 184,214 
Greek interests 164,721 187,847 — 
6,127,728 9,766,769 12,292,475 
Deduct: 
Head office expenses and interest 312,685 435,180 393,817 
£5,815,043 £9,331,589 £11,898,658 








It will be seen that North American interests are now con- 
siderable. This reflects more a change of category rather than 
any major development. Previously there was an ‘Oil’ category 
in the group, the main part of which was Midhurst Corporation 
— a US company whose principal asset is a holding in Ashland 
Oil. Because the intention is to widen the scope of group activi- 
ties in the United States, a new category “North American 
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Interests’ has been adopted. In it Midhurst is included and also 
Whitehall Canada, a subsidiary of The Whitehall Trust, which 
was previously included in the investment trust category but 
whose assets Lord Cowdray comments ‘can be more properly 
regarded as available in time for redeployment in more direct 
forms of investment in North America’. 

Clearly S. Pearson & Son is going to expand and the group 
is being established as an industrial entity. Direct public quota- 
tions of the equity has helped that process to a major degree 
already and will continue to do so. Lord Cowdray sums up 
the immediate position and prospect this way: ‘While I believe 
we are well placed as a group to take the opportunities which 
arise for our companies, one of our principal concerns at 
present is to ensure that our planning and organization match 
the challenge of continually changing conditions.’ 


Blue Circle Aggregates 


ROGRESS in the liquidation of bad debts was reported 

by Mr John Taylor, chairman of Blue Circle Aggregates, 
at the annual meeting at which accounts were presented carry- 
ing a qualified report from.the auditors in respect of debtors 
shown in the group balance sheet at £1,853,000. Mr Taylor 
reported a reduction in the figure to £440,000 in the first four 
and a half mor.ths of the current year and said that ‘since the 
date of the auditors’ report we have recovered a further 
£136,000’. The boardroom belief is that there is reason to hope 
that the provision for bad and doubtful debts appearing in the 
accounts of some £183,000 will in the event prove more than 
adequate. | l 

Much of the group’s troubles in relation to credit control 
arose in a road surfacing company. This was a peripheral activity 
of the former Dunning group, with which Blue Circle Aggre- 
gates merged, and Tarmac Roadstone Holdings have agreed to 
take over the road surfacing company’s assets at book value and 
will complete outstanding orders and discharge contracts which 
have not yet been started. 

Concrete activities have also been cut out and the sale of nine 
concrete plants is being negotiated, although the company will 
retain the orders to supply aggregates to the plants. An interest- 
ing point made at the meeting on the subject of demand for 
aggregates was that although house building is booming, 
industrial building in the West Midlands — where the company 
operates — 1s still in the doldrums, although there have of late 
been signs of slight improvement. | 


Nurdin & Peacock 


URDIN & PEACOCK ‘operates wholesale cash and carry 
| warehouses’, What it is that the warehouses carry is left to 
the reader to find out, but there is a clue in the chairman’s state- 
ment that ‘our new and large branches offering a far wider range 
of foods and non-foods both for retailers and caterers have 
fully vindicated our policy and have all shown a substantial 
increase in sales thereby contributing to both profits and custo- 
` mer satisfaction’. Nurdin & Peacock were wholesale grocers in 
a comparatively modest way, but breaking into the cash and 
carry business and the building and opening of a string of 
warehouses has been highly successful. 

Since 1967, cash and carry turnover has risen from £40 
million to £55-7 million and over the same period Nurdin & 
Peacock’s earnings per share have come up from 3-5p to 101p. 
Capital expenditure last year was £1,370,000 with a further 
£1 million contracted or authorized at the end of the year. 

- Expansion this yeareincludes a 100,000 sq. ft branch, the 
company’s biggest, at Eastleigh, Hampshire, to replace two 
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existing branches in the Southampton area, and extensions 
completed by the end of June will have increased sales area from 
934,000 sq. ft to 1,139,000 sq. ft in six months. Further expan- 
sion is planned. 

Sales which rose {12-5 million to £55-7 million last year rose 
a further 26 per cent in the first four months of this year. 


Lafarge 


N the inside back cover of The Lafarge Organization’s report 

there are colour pictures of the group’s four decentralized 
offices and the top one is a panoramic view of Windsor, with 
Windsor Castle spread right across the middle. In the bottom 
right-hand corner a little white pointer — like a “This is where 
we are staying’ mark on a holiday postcard — marks ‘2 Park 
Street, Windsor’, the organization’s office. 

Decentralization of the head office staff from Sloane Street, 
London, to Windsor and of the two opcrating subsidiaries to 
their factories at Grays and of the staff and works of another 
subsidiary from Sunbury-on-Thames to Bracknell is reflected 
in a non-recurring £29,926 net being deducted from profits in 
the accounts for the 40 weeks to January 2nd, 1972. The 
chairman comments that while the operation will result in 
useful economies, it distorts the 1971 earnings “being wholly 
charged against current profits in order to benefit from present 
taxation laws’. 

The Lafarge Organization is 50-1 per cent controlled by 
Ciments, Lafarge S.A., of France. Although 8o per cent of sales 
are in the UK, the company does business in Europe, Asia, 
Africa, North and South America, Australia and New Zealand. 
Partly due to the increasingly international character of the 
company’s business, Smallfield, Rawlins & Co, the company’s 
auditors for many years, are retiring in favour of Peat, Marwick, 
Mitchell & Co. 


Meeting the Need 


HAREHOLDERS in Atlas Electric and General Trust 

have no excuse for not knowing how the Finance Bill’s 
changes in the treatment of the capital gains of investment trust 
companies and the trusts’ shareholders affect them. The direc- 
tors’ report, signed on the board’s behalf by Mr Anthony 
Touche, F.c.A., puts it all down simply. 

‘Under the new system, trust companies will be liable to tax 
at 15 per cent, instead of 30 per cent, on their realized capital 
gains; their ordinary shareholders, on sale of their shares, will 
receive a tax credit of 15 per cent of their gain which can be set 
against their liability on that gain. The apportionment certi- 
ficates of net gains required under the previous system will be 
dispensed with and all past apportionment certificates will be 
cancelled. The effect of the new system is, therefore, that an 
ordinary shareholder, liable to tax on his capital gains at 30 per 
cent, would pay only 15 per cent (30 per cent less 15 per cent 
tax credit) on any gain on sale of his trust company shares; 
similarly a shareholder effectively liable at half the standard or 
basic rate, would at present pay 42 per cent (19% per cent less 
rs per cent tax credit) and from April 1973 would pay nothing 
(15 per cent less 15 per cent tax credit). 

The professionals know it all already, but rank and file share- 
holders need to have it set out plainly. The directors of Atlas 
Electric and General Trust are to be complimented on recog- 
nizing that need and so adequately meeting it. 


Pensions before Profits 


KZ with the problem of a profit-sharing scheme versus 
pensions, the directors of Baker Perkins Holdings, the 
Peterborough-based machinéry and engineering group, have 
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S. PEARSON & SON, LIMITED 
REPORT OF THE AUDITORS CONSOLIDATED PROFIT AND LOSS ACCOUNT 
FOR THE YEAR ENDED 3ist DECEMBER, 1971 
Notes 1971 1970 
eieiei É 7 243,549 i4 666,174 
e 1 to 3 Profit of the group before taxation 243, 605, 
S. Pearson & Son, Limited Deduct proportions attributable to: 
Minority interests 4,579,545 5,187,887 
Periods prior to acquisition 765,346 f 146,698 
' 5,344,891 5,334,585 
In our opinion, based on our examination and on the reports of the auditors of certain —_ ——— = 
S Pea cae San tia ited REH 11,898 658 9,331 589 
subsidiaries and associated companies not audited b th ts set out ages ` S. Pearson on, Limite 828, 331, 
nd associa ompani ot audited by us, the accounts set out on pag 4 ER 4299037 3181910 
[759 to 762] give, so far as concerns the members of S. Pearson & Son, Limited, a true and . . — et ee 
Net profit of the year attributable to 
fair view of the state of affairs at 31st December 1971 and of the profit for the year ended on S. Pearson & Son, Limited before 
| exceptional items and provision 7,599,624 6,149,679 
that date, and comply with the Companies Acts 1948 and 1967. Provision fer potential loss in respect of : 
Rolfs-Royce Ltd. _ 1,158,167 
4,991,512 
Exceptional items, less minority 
Deloitte & Co. interests 
Taxation adjustments due to change in 
Chartered Accountants rates of tax — 170,998 
Exchange and other adjustments (84,568) 49,519 
(84,568) 220,517 
London : 7,515,053 5,212,029 
Aid {gross) : , i 
20th April, 1972 5% Preference shares 25,050 25,050 
` Ordinary shares I 
Interim 74% (71%) 1,242,571 4,431,362 
te Proposed final 17% (15%) 2,829,742 2,262,720 
4,067,363 3,419,132 
I | 6 Profit retained and added to revenue 
reserves £3,447,690 £1,792,897 
Earnings per ordinary share (excluding 
exceptional iterns) 11.71p 10.15p 
Dividend per ordinary share 6.25p 5.625 
CONSOLIDATED BALANCE SHEET 31st DECEMBER, 1971 
Notes 1971 ¿ ; 970 Notes 1971 à ia 
5 Issued share capital of S. Pearson 8 Fixed assets 32,312,932 24,266,860 
& Son, Limited ý 
5%, cumulative preference shares 501,000 501,000 Premiums on acquisition of shares in 
Ordinary shares 16,169,954 15,084,800 subsidiaries and goodwill 28,880,184 13,645,867 
Executive scheme ordinary shares 323 — 
——— en 9 Investments 
16,735,277 15,585,800 Quoted in Great Britain~associated 
companies 2,479,963 2,406,207 
6 Reserves | —other 11,592,946 12,792,167 
Share premium 20,991,439 11,659,774 Quoted elsewhere 4,803,327 5,295,171 
Capital 22,470,685 . 19,221,574 — — 
—— Market value £32,050,062 (£29,020,765) 18,876,236 20,493,545 
43,462,124 30,881,348 —y — 
Revenue including unappropriated profits 22,142,048 19,402,755 Unquoted—associated companies, including 
—— — loans £576,481 (£450,577) 3,172,070 2,821,725 
~other, including loans £719,861 
S. Pearson & Son, Limited 899, 20,766,921 23,271,005 
shareholders’ interests 82,339,449 65,869,903 — —— 
Minority shareholders’ interests 25,674,185 25,884,964 Directors’ valuation £40,524,987 
Amounts set aside for deferred taxation 3,461,890 1,075,431 (£39,231,308) 23,938,991 26,092,730 
Residual book value of subsidiaries in 
7 Debenture and Ioan stocks liquidation 587,484 296,998 
Repayable wholly or partly after five years 14,950,315 10,950,905 Freehold properties at cost, | 
Repayable wholly within five years 10,989,360 10,552,583 depreciation £106,141 (£94, Ai 2) 639,241 658,765 
25,939,675 21,503,488 44,041,952 47,542,038 
Current assets 
Current liabilities and provisions 10 Stocks and work in progress 46,087,094 12,882,971 
Trade and other creditors 16,557,036 13,070,782 Debtors and payrnents in advance 23,812,090 21,344,791 
4 Taxation 6,603,205 5,316,267 Tax reserve certificates 82,730 174,298 
7 Bank loans and cverdrafts including Bank and other short term deposits, 
£2,008,086 {£1,680,744} from Lazard including £1,596,145 (£584,922) with 
Brothers & Co., Limited 8,342,197 7,328,874 Lazard Brothers & Co., Limited 3,149,761 2,652,469 
Provision for future pensions and other Bank balances and cash 3,081,197 1,816,163 
contingencies 438,885 421,296 — Y —ə—— ———— — 
Minority shareholders for dividends (gross) 811,893 853,432 46,212,872 38,807,692 
Proposed final ordinary dividend (gross) 2,829,742 2,262,720 Net tangible assets of banking 
en subsidiary, Lazard Brothers & Co. i 
35,582,958 29,253,371 Limited and its subsidiaries (see page IZ60]) 21,550,217 19,324,700 





£172,998,157 £143,587,157 





£172,298,157 £143,587 ,157 
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settled for pensions. Mr A. I. Baker, the chairman, comments 
that over the years the directors have become increasingly 
concerned about the effects of inflation on the adequacy of 
pensions and as a result have put in hand a full review of the 
United Kingdom group pension and life assurance schemes. 

Despite improvements that the trustees have been able to 
make in pension benefits, it has already become clear that this 
problem cannot be adequately met without major changes 
calling for substantially higher contributions from company 
funds. Mr Baker says that the directors do not feel they can 
commit the group to the level of additional expenditure which 
will be involved and at the same time continue the profit-sharing 
scheme. 

Accordingly, they have given notice to the employees that 
they intend to discontinue the United Kingdom group em- 
ployees’ profit-sharing scheme which was set up in 1964, and 
to effect improvements in their group pension and life assurance 
arrangements. ‘These will be announced later-in the year. 


No B HS Quarterlies 


UARTERLY reporting is not yet a Stock Exchange 
Listing requirement and, as chairman of British Home 
Stores, Sir Mark Turner for one, hopes they will not be. In his 
statement to shareholders he explains why. 
He recalls that a year ago he gave quarterly percentage sales 
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increases over the previous year. But looking back he feels 
that without some basis of comparison these can be somewhat 
misleading. 

All round there will possibly be a little relief that the retro- 
spective quarterly analyses are to be discontinued, unless the 
company is required to publish quarterly results. Says Sir 
Mark: ‘I very much hope that this will not be the case.’ 

He points out that production of interim statements involves 
the organization in a great deal of work and expense. Addition- 
ally, so far as the first quarter is concerned, comparisons can 
often be very misleading on account of the incidence of Easter. 

So in future, British Home Stores’ shareholders can expect the 
normal six-monthly and annual statements of sales and profits, 
and the chairman’s statement will deal with the salient features 
of the previous year which had influence on the final results. 

In the past year pre-tax profits rose 39°5 per cent to 
£9,456,000, although sales only rose 15°5 per cent to 
482,940,000. The profit expansion was achieved partly by a 
small over-all increase in profits but Just as much by a strict 
control over operating costs. 

In each of the past four years British Home Stores have 
operated os stores net. But during that period sales have risen 
from £56,974,000 to {82,940,000 and pre-tax profits from 
£5,286,000 to £9,456,000. Average sales per store have risen 
from {600,000 to £873,000 and average profit per store from 
£56,000 to £100,000. 





STATEMENT OF NET TANGIBLE ASSETS OF 
BANKING SUBSIDIARY, LAZARD BROTHERS & CO. 
LIMITED AND ITS SUBSIDIARIES 31st DECEMBER, 
1971 





1971 1970 
Current assets É £ 
Cash in hand, balances with bankers, money at 
call and at short notice 62,194,456 617,291,945 
Bank certificates of deposit 27,987,275 23,723,440 
British Government short-dated securities 
(quoted) ac market value 2,029,178 6,440,485 
Local authority short-dated bonds (quoted) at 
market value 6,599,734 10,850,783 
Tax reserve certificates 1,680,235 1,412,816 
Other securities: 
Quoted in Great Britain, at market value 2,149,347 535,110 
Quoted abroad, at cost 97,083 87,088 
Unquoted, as valued by the directors 5,718,015 1,636,155 
Advances, deposits and other accounts 128,685,151 99,773,061 
Liability of customers for acceptances 9,432,078 12,393,633 
246,572,552 218,444,516 
Current liabilities and other accounts 
Current, deposit and other accounts, including 
provision for taxation on profits to 31st 
December, 1971 and inner reserves at 
31st December, 1968 220,088,831 188,817,143 
Dividend payable (gross) 675,000 253,125 
Acceptances 9,432,078 14,868,633 
30,195,909 203,938,901 
Net current assets "46,376,643 44,205,615 
Fixed assets 
Freehold premises at professional valuation in 1968 4,300,000 4,300,000 
Trade investments at cost less amounts written off: 
Quoted abroad 4 1 
Unquoted 873,573 819,084 
5,173,574 5,199,085 


Net tangible assets £21,550,217 £19,324,700 


Notes 


(i) Lazard Brothers & Co., Limited, as a banking company, is exempt under the Companies 
Acts 1948 and 1967 from showing the market value of investments, the aggregate amount 
of its reserves and the movements therein. Its inner reserves as at 31st December, 1968 
only are deducted in arriving at its net assets. 


(H) Inter-company balances with other members of the Pearson group arising in the 
ordinary course of banking business have not been set off in consolidation. 


(iñ) There are commitments in respect of forward contracts in foreign exchange and sterling 
certificates of deposit, confirmed credits, guarantees and underwriting contracts, other 
engagements in the ordinary course of business and a contingent liability for uncalled 
capital in respect of certain investments. 


(iv) Conversion of overseas ege to sterling has been made at the rates at 31st 
December, 1971. 


BALANCE SHEET OF S. PEARSON & SON, LIMITED 
3ist DECEMBER, 1971 





Notes 1971 1970 
Investments in subsidiaries £ £ £ 
Shares ac cost or as revalued by 
Directors during 1969 99,398,925 83,772,406 
Amounts due by subsidiaries 2,340,385 1,691,710 
101,739,310 85,464,116 
Deduct loans from subsidiaries 52,037,464 51,555,171 
49,701,846 33,908,945 
9 Other investments 
Quoted in Great Britain 1,768,698 1,613,174 
Quoted elsewhere — 255,728 
Market value £1,879,429 (£1,931,083) 1,768,698 1,868,902 
Unquoted—Directors’ valuation £13,250,000 
(£10,925,808) 10,584,823 17,095,522 
Freehold properties at cost, less 
depreciation £8,254 (£6,753) 141,798 143,299 
42,495,319 13,107,723 
Current assets 
Debtors 427,344 115,147 
Bank balance 58,962 6,222 
186,306 121,369 
62,383,471 47,138,037 
Current liabilities 
Creditors 81,314 27,080 
Proposed final ordinary dividend (gross) 2,829,742 2,262,720 
2,911,056 2,289,800 
7 Unsecured loan stocks 5,915,623 2,312,023 
8,826,679 ‘4,601,823 
Net assets £53,556,792 £42,536,214 
Representing 
5 Issued share capital 
5% cumulative preference shares 501,000 501,000 
Ordinary shares 16,169,954 15,084,800 
Executive scheme ordinary shares 64,323 — 
16,735,277 15,585,800 
6 Reserves 
Share premium 20,991,439 11,659,774 
Capital 12,699,055 12,270,298 
Revenue including unappropriated profits 3,137,024 3,020,342 
£53,556,792 £42,536,214 


R. P. T. Gibson 
A. A. Whitaker 
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City Notes 


1] accounts on the Stock Exchange are notoriously 
dificult, and the three-weeker that ran to last Friday 
certainly was. In the final two weeks either side of the spring 
holiday week-end the FT Index fell more than 27 points from 
a new peak to well under the old one and there is, as a result, 
much talk of the end of the bull-market or of a secondary 
correction. There is much chartwork, much calculation and 
quite a bit of guesswork. 

But the secondary correctionists would seem to be in a 
majority, or at least they could form a majority with those out- 
and-out optimists who appear not even to recognize the fact 
of such a considerable correction in such a short space of time. 
The real question is just how long the secondary correction is 
going to take before the objective of price correction is achieved. 

The correction entails bringing share prices down to levels in 
accord with facts rather than with fancies. Facts in the shape of 
falling unemployment, evidence of improving industrial 
activity, the vast injection of money into the economy and just 
plain inflation are doing their part of the correction by becoming 
more forceful. 

But still more force is needed for the facts to be brought in 
line with the fancies being hopefully conjectured concerning 
the second half of this year. 


Ku 3⁄ Ku 2 


E Rank Organisation excursion to New York, for Sir 
John Davis to put his Watney Mann take-over case to 
American shareholders, seems to have been a not inconsiderable 
disaster as an attempt in Anglo-American communications. It 
seems that American institutional shareholders in Rank Organi- 
sation are shareholders because the company is predominantly 
Rank Xerox and they want it to stay that way. They do not want 
the Rank Xerox interest to be diluted by a brewery take-over, 
even though they may grudgingly acknowledge that a British 
brewery company is a very different operation from an American 


one. It might be useful if this kind of take-over antagonism 
were to spread to institutional shareholders on this side of the 
Atlantic. The institutions worry themselves about involvement 
in the management of the companies in which they are share- 
holders but rarely get involved enough in take-overs. 


Ka * K K 


EE unbuttressed gilt-edged market having sunk to the point 
at which undated stock yields are nearly double Bank rate, 
it may be timely to wonder whether the clearing banks are 
now anywhere near getting their base rates a shade closer to 
true level of interest rates as dictated by gilts. The theory of the 
new monetary freedom is that quantitative control has given 
way to control through pressure on bank reserve ratios and 
through interest rates. Reserve ratios are not yet under any 
great degree of pressure but a rise in base rates could possibly 
be a sign that the new system does have a brake as well as an 
accelerator. 
3⁄ Ka 3⁄ * 


CLEARING BANK the size of Williams and Glyn’s is 

a decidedly useful cog in the banking machinery. Williams 
and Glyn’s have chalked up another ‘first’ in being the first 
clearing bank to take an equity stake in a London stock-jobbing 
firm — in this case Bisgood Bishop which ranks, say, sixth in 
jobbing size in London. The bank has paid £400,000 for a ro 
per cent stake in the jobbers, and so have British & Common- 
wealth Shipping and Legal and General Assurance. It seems that 
an approach from Bisgood Bishop to the merchant banking 
advisory arm of the bank began the process by which the bank 
itself decided to make an investment and to find two more 
subscribers. Bisgood Bishop deal in general industrial securities, 
motor and motor dealing companies’ shares and in shipping 
shares, which might account to some degree for British & 
Commonwealth Shipping. 


RATES AND PRICES 


Closing prices, Tuesday, June 6th, 1972 


Bank Rate 
Nov. 18, 1967 8% Mar. 5, 1970 . 71% 
Mar. 21, 1968 71% April 15, 1970 .. e ` 
Sept. 19, 1968 ” April 1, 1971 . 6% 
Feb. 27, 1969 8% Sept. 2, 1971 E Sé 
Treasury Bills 
Mar. 30 , £43142% May 5 .. L42516% 
April 7 .. £43305% May 12 .. £4'2581% 
April 14 .. £4°3038% May 19 .. £4'2708 % 
April 21 .. £42800% May 26 .. £43026% 
April 28 , £4°2686% June 2 » £43943 % 
Money Rates 
Day to day .. 2—44% Bank Bills 
7 days a 44-48% 2 months 48-43% 
Fine Trade Bills 3 months 44—-4k% 
3 months .. 54-54% 4 months AA 
4 months .. 5t-54% 6 months fe s—-sk% 
6 months .. 54-54% 
Three Months’ Rates 
Local authority deposits .. 45 
Local authority bonds A .. AES 
Sterling deposit certificates .. 5 -5$ 
Euro-sterling deposits 5 —s 
Euro-dollar deposits .. 5 Sé 


Finance House Base Rate — June Ist, 1972. 5% 
Retail Price Index (16.1.62=100) 161°8 (from 160°3, 15.4.72) 


Tax Reserve Certificates (3.1.72) Personal 34% 
(Company certificates no longer on offer) 


Foreign Exchanges 


New York 2°6116 rankfurt 8:2975 
Montreal 2°5569 Milan ISII'OO 
Amsterdam 8:3675 Oslo I7:O525 
Brussels 114°67 Paris 13°0662 
Copenhagen 18°1300 Ziirich 10°0350 
Gilt-edged 

Consols 4% 434 Sevings 3%, 65-75 91% 
Consols 23% 263 Treasury 9 Go 1904 98 
Conversion 34% 37% Treasury 8} Zo 87-90 92Ẹ 
Conversion 54% 1974 994 Treasury 63 7 1976 984 
Funding 34% 99-04 46 Treasury 3$ Zo 77-80 38h 
Funding 4% 60-90 982 zeasury 34% 79-81 771 
Funding s+% 78-80 864 reasury 5 Ze 86-89 70 
Funding 54% 82-84 852 Treasury 54 Zo o8—r2 63+ 
Funding sš% 87-91 754 Treasury 2 ya 27 
Funding 6% 1993 743 Victory A Gë 98 
Funding 63% 85-87 844 War Loan 34% 37 
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Letters 


Policy for Education and Training 


Sir, — The English Institute has now published its definitive 
proposals for education and training, which differ very little 
_ from those put out for discussion last year. One of these pro- 

posals is that all prospective articled clerks other than graduates 
of British universities will be required, before their articles start, 
to take a nine months’ foundation course at a selected college. 
The only exemptions are for holders of higher national diplomas, 
on a discretionary basis for mature students, and in exceptional 
circumstances for overseas graduates. ` 

A significant number of articled clerks come from overseas. 
Their quality is uneven but they include many who are very 
good indeed. This is well illustrated by the results of the March 
Intermediate examination published in the same issue as the 
Council’s proposals, from which it appears that four of the 
first five places went to overseas students. 

Nearly all overseas students are from countries which do not 
yet have professional bodies of their own of high standing. To 
train them in this country, therefore, does good in many ways: 
the value of their work here is less important than the gain to the 
countries in question when the student goes back as a qualified 
chartered accountant. Surely one of the most valuable forms of 
aid we can give to a developing country is to provide it with 
qualified accountants trained to British standards. 

However, it appears that the Council thinks otherwise, for its 


proposals, which depend on local authority grants available only. 


to UK residents, are such as to rule out on financial grounds to 
all but those from the richest families the possibility of being 
articled in this country. The would-be articled clerk must first 
pay to come to this country, get a place on a course and then 
pay for it — a year ago the cost was, I believe, £250 as against 
£45 for a British resident — and must also maintain himself for 
nine months in a large town. Moreover, only in the rarest cases 
will he even be sure when he starts of earning a living at the 
end of the course. Some may get provisional offers of articles 
during the course; many will have to wait till they have passed 
before they are seriously considered. 

The cost of all this is undoubtedly beyond most of the overseas 
. students we now have. May I through your columns appeal to 
the overseas prizewinners in the recent examination to get in 
touch with either you or me saying whether or not they would 
have been able to begin articles had the proposed rules been in 
force two years ago. I also urge them, if they agree with me, to 
point out the injustice of the proposals to the President when 
their prizes are awarded. 

When the draft proposals were published I wrote to the 
Institute on these lines. The Council has decided to ignore my 
arguments, as it has every right to do, and it may, of course, be 
correct in its judgment, I do not expect a personal answer, but 
the sad fact is that even if you think fit to publish this letter no 
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answer is likely to be forthcoming to The Accountant either, 
nor yet anywhere else. Similarly, Mr Coulson’s arguments about 
the shabby treatment of able boys who cannot stay on at school 
untl they are 18, which have been brought to the Council’s 
attention on innumerable occasions, have remained and no 
doubt will continue to remain, unanswered. 

Nobody who has met any senior members of the Council can 
think of them as other than hard-working men of the greatest 
abi ity. Nevertheless it is a great pity that they appear to operate 
on the cynical ministerial principle of ‘never explain, never 
apclogise’. I suggest that that, as much as anything else, is what 
leaves many members of the Institute with the frustrated feeling 
that there is nothing at all they can say or do which will influence 
anything, except to vote against the Council when it comes to 
raising subscriptions. 

Yours faithfully, 


London EC4. J. DENZA, M.A., F.C.A. 


SIE, — You mention in your editorial (May 2sth) that the ad- 
herence of the Institute to the opinion that ‘unrestricted trans- 
ferability of a training contract is not acceptable’ is likely to 
mzke the student representatives ‘blue’, presumably with rage. 
Firstly, I do not think proper credit has been given to ACASS 
for their contribution towards forming the policy for education 
ani training. Secondly, to circumscribe student opinion by 
limiting comment to the age-old problem of free transferability 
provides a misleading perspective. 

Yrovision for unrestricted movement would be unacceptable 
in any relationship between employer and employee, not- 
withstanding the advantages of free market forces. What is 
desirable is the obviation of the capability to misuse a restrictive 
contract by applying protections and rules which were designed 
to train a clerk in the ways of a profession in a manner which is 
bath unprofessional and discreditable. 

The creation of the accounting technician (the second tier 
treinee) underlines the change in status of the student account- 
amt and will perpetuate the present anachronistic system 
appeasing provincial and small firms who will go elsewhere 
racher than pay the rates the new breed of student demands. 
Tae need to improve intake standards of the ‘first tier’ is also 
instrumental, 

The Institute has in many ways acknowledged the necessity 
to change, yet it continues to abrogate its responsibility towards 
ite trainees (perhaps because of the pressure exerted by the small 
practitioners). We do not wish to live in a privileged world with 
al the protections but none of the obligations of a training 
ccntract. We desire more than the assumption that the experi- 
erce available in practitioners’ offices is sufficient to educate 
feture chartered accountants. We demand considerably 
improved flexibility in the employment of trainees and we 
acvocate the establishment of guide-lines in experience, educa- 
tion and conditions which would represent the criteria against 
wnich the standard provided would be compared when assessing 
tke justification for changing employment. This is not much to 
ask. 

Yours faithfully, 


PETER R. PENNINGTON LEGH, 


President, 
Association of Chartered Accountant Students Societies. 


London EC2. 


[Non-transferable training contracts, as we understand, are 
unwelcome to a considerable section of student opinion. In 
remarking upon this point, we had no intention of denying stu- 
d=nt representatives credit for their contributions to the develop- 
rrent of Institute policy; nor indeed do we agree that such an 
implication necessarily flows from the text of our commentary. — 
Epiror.]. 
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‘Just Making Stock’ 


Sir, — With reference to the recent exposure draft on the valua- 
tion of stock and work in progress, I have a point to put forward 
which I think will be of interest-to readers. It arises when people, 
who are short of orders, keep the factory running by making 
finished stock. The problem is particularly acute when some of 
the operatives are working off their notices of dismissal. 
Working in this way artificially absorbs factory overheads 
in the current period at the expense of an almost inevitable 
under-absorption in the ensuing period. The overheads which 
have been artificially absorbed have no real value to show in the 
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balance sheet. Writing-down the stock to net realizable value 
does not solve the problem, for in due course the goods may still 
realize their full list prices. 

I would suggest that the excessive finished stock should be 
valued at no more than prime cost plus variable overheads. 
Putting it another way, it is fixed overheads which have been 
artificially absorbed at the expense of the following period, 
which should be written off on a time basis. 


Yours faithfully, 


London SW5. W. F. WEAVER. 


The Institute of Cost 


and Vlanagement Accountants 


Report of the Council 


Extracts from the annual report of the Council of The Institute of Cost and Management 
Accountants for the year to December 31st, 1971, to be submitted at the fifty-third 
annual general meeting of members at The Connaught Rooms, Great Queen Street, 


Name and Royal Charter 


N the 1970 statement on policy in the event of non-integration 

of the accountancy profession, the Council stated that it 
proposed to consider the possibility of changing the Institute’s 
name so that it more accurately reflected the Institute’s aims 
and activities. Discussions at the special branch meetings on 
policy held towards the end of 1970 indicated that a change to 
‘The Institute of Cost and Management Accountants’ would be 
widely supported. Some members would have preferred the 
shorter form ‘Institute of Management Accountants’, but others 
saw merit in retaining the word ‘Cost’. After careful considera- 
tion of all the views expressed and factors involved, the Council 
concluded that the simple substitution of ‘Management’ for 
‘Works’ would be less likely to cause confusion than a complete 
change of name. 

As a company limited by guarantee and incorporated under 
the provisions of the Companies Acts, the Institute was required 
to seek the approval of the Department of Trade and Industry 
to the proposed change of name. Such approval was obtained, 
subject to members passing the appropriate special resolutions 
amending the Memorandum and Articles of Association to give 
effect to the change of name and of the designatory letters 
‘FCWA’ and “ACWA’ to ‘FCMA’. and ‘ACMA’ respectively. 
Arrangements were duly made for an extraordinary general 
meeting of members to be held for this purpose on March 2nd, 
1972. [The Accountant, March oth.] 

In addition to the question of a change of name, the Council 
gave consideration to the possibility of petitioning for the grant 
of a Royal Charter. The Council agreed that preparatory work 
should be put in hand so that in due course the approval of 
members in general meeting could be sought for the presentation 
of a petition. 


Membership 


There were 729 admissions to membership in 1971 (compared 
with 723 in 1970) and, after allowance for resignations, lapsed 


London WC2, on Saturday, June 10th. 


memberships and deaths, the total membership of the Institute 
at December 31st, 1971, was 12,003 (11,436) showing a net 
increase of 567 (605) during the year. 

In implementation of another section of the 1970 statement 
on policy, the Council agreed that in an application for admis- 
sion to Fellowship, two or more years’ suitable teaching experi- 
ence in subjects of the Institute’s examinations could be accepted 
as constituting up to one year’s practical experience for the 
purpose of the application. 

During the year the Council confirmed the rejection of 85 
applications for Fellow or Associate membership as the appli- 
cants had not acquired the necessary range and depth of ex- 
perience. 

At the end of the year, there were 371 holders of the Joint 
Diploma in Management Accounting Services, 329 of them 
members of the Institute. Although these numbers are small in 
relation to the strength of the profession as a whole, the Council 
is encouraged to note marked increases in the number of inquiries 
about the scheme and of candidates registering for or sitting 
Part I of the Diploma examination. 


Accountants’ Joint Parliamentary Committee 


The main task of the AJPC bodies in 1971 was to conduct a 
continuing dialogue with the Customs and Excise officials whose 
job it was to prepare for the introduction of value added tax. 
Customs and Excise initiated a series of discussion papers cover- 
ing the many points of detail expected to arise from the adminis- 
tration of the new tax laws in course of preparation, and as 
foreshadowed in the Green Paper published by the Government 
in March. 

Other work of the AJPC during the year included exchanges 
of views with the Inland Revenue on sale and leaseback trans- 
actions, investment incentives, investment grants, reform of 
corporation tax, capital gains tax, tax simplification and tax 
harmonization, and various taxation anomalies and practical 
difficulties arising from the Income and,Corporation Taxes Act 
1970 and the Finance Act 1971. 


THE 
766 


Accounting Standards Steering Committee 


Continuing the support given to the statement of intent on 
accounting standards [The Accountant, December 18th, 1969], 
the Council was invited to become a member of the Accounting 
Standards Steering Committee. In accepting the invitation, 
the Council undertook, on behalf of the Institute, to use their 
best efforts to support Accounting Standards. Mr H. P. Southall, 
F.C.A., F.C.M.A., J.DIP.M.A. and Mr A. Fryer, B.E.M., F.C.M.A., 
represent the Institute on the ASSC. 

An exposure draft entitled ‘Accounting for acquisitions and 
mergers’ [ED3, The Accountant, February 4th, 1971] gave rise 
to considerable criticism and was withdrawn for further study. 
A discussion paper on ‘Inflation and accounts’ was issued and 
given a very wide circulation for public discussion. Copies were 
supplied to those branches and sub-branches of the Institute 
which expressed willingness to form study groups on this 
important subject. 

The Institute is represented on sub-committees supporting 
ASSC which are at present drafting accounting standards for 
dealing with depreciation, research and development costs, 
source and application of funds statements, accounting for 
goodwill, and changes in accounting policies. 


Monopolies Commission Report 


The Institute, in common with most other professional societies, 
was invited by the Department of Trade and Industry to 
re-examine certain professional practices in the light of guidance 
given in the report of the Monopolies Commission. This was 
done, and the Council’s views concerning advertising of 
consultancy services, restrictions on entry into the profession 
and general comments on matters deemed to be in the public 
interest, were conveyed in a letter to the Department of Trade 
and Industry. The Council’s general submission was that there 
are no restrictions exercised by the Institute calling for amend- 
ment or abolition but that there might be some room for relaxa- 
tion m the rules relating to members in practice. 


Post-qualifying Education 


Courses and conferences of every kind were hard-hit in 1971 
by the prolonged postal strike in the early months of the year, 
and by financial stringency throughout industry. During the 
postal strike, the Education and Training Committee was obliged 
to cancel three short courses because of the difficulty of convey- 
ing information to members and of receiving applications from 
them. As the year progressed, it became clear that industry 
was becoming increasingly reluctant to set aside funds for 
management education. 

This temporary setback has not deflected the Institute from 
its determination to progress in post-qualifying education. 


Entry Standard 


In May [1971], the Institute announced that the educational 
entry standard, for those wishing to become registered students, 
would be raised from five GCE ʻO’ level passes to five GCE 
passes including at least two at ‘A’ level and including the 
subjects of English and Mathematics. Equivalent qualifications 
would be accepted, for example, the ONC or OND in Business 
Studies with at least two passes at ‘credit’ level. The higher 
entry standard would apply to all applicants whose qualifying 
examinations are taken in or after 1973. At the same time, the 
Council recognized the need to meet the requirements of 
industry at technician level, and gave detailed consideration to 
the provision of some form of less advanced grade of qualifica- 
tion. The Council hopeg to be able to announce its plans during 
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Universities and Polytechnics 


The Institute’s relationship with the polytechnics is practical 
and profitable. Many of them have been running courses for 
ICMA students since long before they became polytechnics, 
and the association has been a happy one. There were, however, 
no similar links with the universities until, in January, the 
Institute called into being the University Liaison Committee, 
under the chairmanship of Dr C. F. Carter, Vice-Chancellor of 
the University of Lancaster, and comprising representatives 
of the universities and of the Institute. The areas of co- operation 
to which the committee first turned its attention were (a) recruit- 
ment of graduates into the Institute and (b) exemption from 
some of the Institute’s examinations for graduates holding 
appropriate degrees. Under both headings it was clear that the 
polytechnics were as much involved as the universities, and the 
Committee of Directors of Polytechnics was therefore invited 
to nominate representatives to serve on the Liaison Committee. 

These developments gave impetus and definition to earlier 
plans to rationalize the business studies graduate’s path to 
membership of the Institute. In August, the Secretary wrote to 
all vice-chancellors of universities and directors of polytechnics, 
inviting.them to submit syllabuses and details of courses leading 
to degrees which they wished to be considered for exemption 
from the Institute examinations. Degrees would be considered 
for exemption under three headings: 


(a) All degrees of British and Irish universities and CNAA 
degrees would qualify for exemption from the whole of 
Part I (except that anyone not having passed Economics 
at ‘A’ level or above would be required to take this subject 
with Part IT). 

(b) All degrees in accountancy, economics, commerce, business 
studies (or equivalent disciplines) would qualify for 
exemption from Parts I and II. 

(c) Degrees in (b) above might qualify in addition for exemption 
from one or more of a further seven subjects, leaving an 
irreducible minimum of three papers from which the 
Institute was not prepared to grant exemption. 


By the end of the year, approximately 45 submissions had 
been received from universities and polytechnics in response to 
this letter. 


Examinations 


The June and December examinations were held at 133 centres: 
48 home and 85 overseas. A total of 19,013 candidates sat, in- 
cluding 4,183 overseas. 

The work of conducting the examinations was affected by 
two national industrial disputes. As a result of a work-to-rule 
by the power workers during the December 1970 examinations, 
supplies of electricity were cut at certain examination centres 
and the work of candidates interrupted. This was followed early 
in 1971 by a strike of postal workers and the disruption of postal 
services. 

These disputes delayed the assessment of the December 
1970 examination results and necessitated special arrangements 
to notify candidates of their results. 

The study of long-term and fundamental developments of the 
examination syllabus for Associate membership continued. A 
detailed draft syllabus prepared by the Committee was con- 
sidered by the Council in July and approved for wide circulation. 
The proposed syllabus is in five parts with a total of 20 papers 
instead of the present 18, the total hours of examination being 
increased from 49 to 54. 

To assist students preparing for the examinations, the 
Institute has for many years published after each examination 
suggested answers to the questions set in financial, cost and 
management accountancy. The Examination Committee ar- 
ranged, with the introduction of the revised (1971) syllabus, to 
extend the answers to include, in addition to the above subjects, 
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Business Mathematics and Statistics, Data Processing, Manage- 
ment Information and Quantitative Techniques, and Financial 
Management. 

The Examination Committee, at the request of the Council, 
arranged for bilingual examinations for South African candidates 
to be introduced. At the December 1971 examination, question 
papers were provided in both English and Afrikaans for the 
four subjects of Part I and the special South African papers in 
Industrial and Commercial Law, Company Law and ‘Taxation. 
At each future examination a further part will be added until the 
whole examination is available in both languages. 

Arrangements have also been made for special papers in 
Company Law and Taxation for candidates in the Republic of 
Ireland to be introduced at the May 1972 examination. 


Benevolent Fund 


The Council thanks those members whose generous contribu- 
tions have maintained the Benevolent Fund in a healthy state 
and have once again enabled an increase to be made in the total 
resources of the Fund, which now stand at £84,687. For a 
steadily growing Institute this is not a very big reserve, although 
in the relative prosperity of the last two decades it has proved 
adequate to meet the calls made upon it. The total of contribu- 
tions received during the year was £3,062, an increase of £246 
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on the previous year. The amount of income tax recovered under 
deeds of covenant was £846. Income from dividends and interest 
on short-term deposits was £3,511. 


Accounts 


The audited accounts for the year 1971 show an increase in 
income from £307,000 in 1970 to £380,000 in 1971. Of this 
increase, members’ fees and subscriptions accounted for £44,000 
and students’ fees and subscriptions for £29,000. There was an 
increase in expenditure and provisions from {£254,000 in 
1970 to £379,000 in 1971. The result for the year was a 
surplus of £1,810, compared with a deficit of £47,000 in 1970. 

The Council. while conscious of the need at all times to con- 
trol expenditure and to minimize the financial demands made 
on members, nevertheless clearly sees the necessity for the 
Institute to be so financed that it can maintain its position as 
leader in the field of management accountancy. In the light of 
the small surplus (£1,810) for 1971, of a budgeted deficit of 
£17,000 for 1972 and of forecasts of income and expenditure 
made for the years 1973-75, the Council finds it imperative, so 
that the planned development and expansion of the Institute 
may proceed, to ask members in general meeting on June roth, 
1972, to approve increases in the scale of fees and subscriptions 
with effect from January Ist, 1973. 


The Institute of Chartered Accountants 
in England and Wales 


Disciplinary Proceedings 


Disciplinary Committee — Hearings on 18th April 1972 


1. Ronald Corfield, F.c.a., of gt Dutchess 
Street, Shaw, Oldham, Lancashire, hav- 
ing been found guilty of an act or default 
discreditable to a member 


In that he on or about 11th February 
1969 submitted to The Institute of 
Chartered Accountants in England and 
Wales an application for re-admission to 
membership of the Institute but did not 
in that application, inform the Institute, 
as his duty required him to do, that since 
his resignation from membership he had 
been adjudged bankrupt and was at the 
date of the application an undischarged 
bankrupt 


was EXCLUDED from membership. 


2. Roy Arthur Whitman, F.c.a., of 
129A London Road, Camberley, Surrey, 
having been found guilty of acts or 
defaults discreditable to a member 


(a) In that he between 21st May 1968 
and 2oth June 1969 when liquidator of a 
limited company in voluntary liquidation 
without good cause failed to send to the 
Registrar of Companies within 30 days 


after the expiration of one year from the 
commencement of the liquidation a 
statement of the proceedings in and the 
position of the liquidation as the Com- 
panies Acts and his professional duty 
required him to do 


(b) And in that he between 12th August 
1969 and 17th January 1972 when liquida- 
tor of the said company without good 
cause failed despite reminders from the 
Registrar of Companies and legal pro- 
ceedings taken by the Department of 
Trade and Industry to provide the Regis- 
trar of Companies with a statement of the 
proceedings in and the position of the 
liquidation as the Companies Acts and 
his professional duty required him to do 


was EXCLUDED from membership. 


3. John Anthony Goodall, A.c.a., of 
Edney House, 46 Hatton Garden, London 
ECr, having been found guilty of acts 
or defaults discreditable to a member 

(a) In that he without good cause failed 


within a reasonable time to reply to the 
usual professional reasons letter sent to 


him on 21st July 1971 by a firm of 
chartered accountants in respect of a 
limited company then a client of his 

(b) And in that he having on a2ist 
October 1971 undertaken to hand over 
to the said firm of chartered accountants 
books and papers in respect of the said 
limited company, formerly a client of his 
and then a client of the firm of chartered 
accountants, without good cause failed 
within a reasonable time so to do 

(c) And in that he without good cause 
failed within a reasonable time to reply 
to a letter addressed to him on 22nd 
December 1971 by the Institute 


Was REPRIMANDED. 


4. Harris John Lacey, a clerk under 
articles, of 98 Station Road, New Barnet, 
Hertfordshire, haviag committed an act 
or default which might render him unfit 
to become a member 


In that he on or about 31st March 
1971 signed an application for a prelimi- 
nary certificate in which he claimed to be 
entitled to a degree of Master of Arts of a 
certain university, whereas as he well 
knew, he was entitled to no such degree 
was declared UNFIT to become a member. 
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Student Roundabout 





ACASS MEET 
FRENCH STUDENTS 


On May roth, a party of 20 French 
student experts comptables visited 
London. This was the third meeting 
between the Association of Chartered 
Accountant Students’ Societies and the 
French student body, the Association 
Nationale des Experts (Comptables 
Stagiares, on the question of liaison 
between the two organizations. The 
objects of this liaison are to create a 
European coalition of student account- 
ancy bodies, and to apply for membership 
of the Union Européenne des Experts 
Comptables, Economiques et Financiers 
(UEC), the federal European accountancy 
body. 

The growing links between the two 
organizations are demonstrative of 
ACASS’s international outlook. The visit 
of the French students culminated on 
May 2oth, when ACASS entertained 
them to dinner at Chartered Account- 
ants’ Hall in London. 


HALF-YEARLY COUNCIL 


EDGBASTON UNIVERSITY, Birmingham, 
will be the venue for this year’s half- 
yearly ACASS Council which takes place 
from September 21st-23rd. Compared 
with previous Councils, it will be very 
much a working one and will take the 
form of syndicate discussions as proposed 
at the Nottingham Council (‘Roundabout’, 
March 3oth) by the new President, Peter 
Pennington Legh. 


SHEFFIELD’S SQUASH 
CHAMPIONSHIPS 


As the British Open Squash Champion- 
ships were held this year at Abbeydale 
Sports Centre in Sheffield, it seemed a 
natural follow up for the Sheffield CASS 
to attempt to maintain the high standard 
of play by holding their own champion- 
ships at the same venue. It was the 
Society’s first squash tournament and 
was held on May 13th—14th. The com- 
petition — with a cup for the winner 
presented by Mr Alan Young, F.c.A., the 
Society’s Chairman — attracted 12 players. 


One of the highlights of the first day’s 
games was a furious battle between two 
committee members — James Newman, 
treasurer, and Alan Young. The chairman 
(even without his casting vote) won 3-2. 

The final, between Chris Willows 
(sports secretary) and Edward Slack was 
played the following day and turned out 
to be a very exciting and hard fought 
game. Chris -Willows, who organized the 
event, eventually emerged as the Society’s 
first squash champion. The cup will be 
presented at the Society’s annual dinner 
in December. 


PITIFUL RESPONSE AT 
CARDIFF 


Our of 300 questionnaires sent to mem- 
bers by the Committee of the South Wales 
CASS asking for views on the proposed 
week-end residential course and the type 
of social and sports activities members 
would like, only 16 replies were received. 

It need hardly be stressed that the 
subject of education is of great concern to 
the committee and, of course, the Insti- 
tute. It is also necessary for the Society’s 
committee to know something of mem- 
bers’ views on social and sports activities. 
Such a pitiful response to the question- 
naire, involving as it did considerable 
work and cost, is disheartening to say the 
least. 

Among the questions asked on the 
residential course were what subjects 
members would like to see included out 
of a list of six, as well as details of specific 
topics they would consider worthy of 
inclusion. 

On the Society’s activities the question- 
naire asked for replies to such matters as 
major complaints on the running of 
the Society, should there be more works 
visits and should lectures be strictly 
related to a recognized course of studies. 

In the words of one of the committee 
members, ‘the Society has learned very 
little indeed of our members’ require- 
ments from this exercise’. Perhaps princi- 
pals can help ensure that their articled 
clerks take more interest in the running 
of the Society. The future well-being of 
the Society is very much in members’ 
hands. 


NEW CHAIRMAN FOR TEESSIDE 


THE new chairman of the Teesside 

CASS is Bill Milner a five-year articled 

clerk in the taxation department of the 

Middlesbrough 

office of Peat, 

Marwick, 

Mitchell & Co. 

He has passed the 

Intermediate and 

Final Part I 

exams and is cur- 

rently awaiting 
the results of his 
attempt at the 

Final Part II. 
Educated at Durham School where, in 

his last year, he was captain of its cricket 

and basketball teams, Bill Milner tells 

‘Roundabout’ that he still participates 

very much in the former sport, playing 

for Stockton-on-Tees in the North 

Yorkshire and South Durham League. 
He has been a member of the Society’s 

committee for the past three years and 

despite his interest in sport intends, 
during his year of office, to pay particular 
attention to the development of a very 
ambitious education programme which 
the Society is preparing and to work for 
closer liaison with principals. 

Other officers elected are: 

President: Maurice G. Rider, F.C.A. 

Vice-President: Gordon R. Belshaw, B.sc. 
(ECON.), A.C.A. 

Secretary/Treasurer: D. Miles Middleton, 
A.C.A., c/o Cooper Brothers & Co, Newham 
House, 96 Borough Road, Middlesbrough, 
‘Teesside. 


Committee: Peter Allen, Adrian Cobb, T. V. 
Dunne, and Richard Hill, A.C.A. 





SOUTH WALES BARN DANCE 


For £1, which includes chicken and 
chips as part of the wide range of re- 
freshments, the South Wales CASS are 
again holding their annual barn dance at 
Trivetts Farm, St Brides-s-Ely. Dancing 
will be to a well-known group and a 
discotheque. 

Without doubt an occasion providing 
good value for money. Tickets are avail- 
able from the social secretary, Paul Barry, 
62 Lansdowne Avenue West, Cardiff 
CFr 8BT, or any committee member. 
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LETTERS TO ROUNDABOUT 


Conditions and Prospects for 
Coloured Students 


SIR,— I would be obliged if I could 
request, through your columns, assistance 
from both employers and employees, to 
enable me to accumulate facts and opinions 
on the sensitive yet vital subject of the 
conditions, prospects, remuneration and 
availability of employment for coloured 
students and newly qualified members of 
the accountancy profession. 

We all know that inequitable circum- 
stances exist, yet the only tangible evi- 
dence (including comparative examination 
pass rates and employment disparities) 
presents a distorted and one-sided per- 
spective. Improvement only of these 
circumstances would contribute towards a 
general understanding of a complex situa- 
tion with a consequent improvement in 
attitudes. 

Yours faithfully, 
PETER R. PENNINGTON LEGH 
President, ACASS 
43 London Wall ` 
London EC2M 5TB 


PASS THE CHAMPAGNE, 
PLEASE! 


SIR, — Those disposed to take ‘Bystander’ 
seriously might compare his contributions 
of March 16th and May tb, and draw 
their own conclusions. 

Whilst ‘Bystander’ and his colleagues 
can afford to spend some {£600 on an 
evening’s entertainment, complaints of 
the ‘exploitation’ of articled clerks are 
unlikely to attract much sympathy. 

Yours faithfully, 
ONLOOKER. 


BYSTANDER’S COLUMN 
— contributed 


Stargazing 


ERSONALLY I am sceptical about 

long-range planning, hence this 
column’s title. And when I heard that 
the Leverhulme ‘Trust is to sponsor an 
inquiry into the long-term needs of 
accountancy education to the sum of 
£17,000, I began to speculate on how I 
could spend the money, otherwise than 
on its intended purpose of course. A 
Rolls-Royce Corniche, perhaps? A light 
aircraft or a nice London semi? 

But when I found out that Professor 
David Solomons was to head this inquiry 
(The Accountant, May 25th,) I realized 
that the Leverhulme Trust and The 
Institute of Chartered Accountants in 
England and Wales (who are standing any 
cost in excess of £17,000) were serious. 

Professor Solomons is admirably suited 
to lead such an investigation. He 
graduated from the London School of 
Economics and qualified as a chartered 
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accountant. Since 1959 he has been an 
academic in America (complete with green 
suit), working at the Wharton School of 
Finance and Commerce at the University 
of Pennsylvania. 

But given that the money has been 
found for the project, and that Professor 
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Solomons is probably the best person to 
carry it out, what is the use of it? Such 
projects seem to be in vogue lately; the 
Canadians had the best title with their 
Task Force 2000, so I suppose we might 
as well have such an inquiry. At worst, 
or should I say best, it can only be wrong. 


Good Start for New Guildford Branch 


THERE was an encouraging response to 
the inaugural meeting of the Guildford 
Branch of the South Eastern CASS held 
on May a2sth, at the County Club, 
Guildford, with an attendance of over 30 
students working and living within a 10- 
mile radius of Guildford. The proposal 
to form such a branch, the prime mover 
of which was Frank Percival, Vice- 
Chairman, South Eastern CASS, met 
with unanimous approval and the follow- 
ing committee was elected: 


Chairman: Barry Cooke. 

Secretary: Mrs R. Parlett, c/o Mills, 
Hawes, Harper & Co, 99 High Street, 
Guildford. 

Treasurer: Les Murston, A.C.C.A. 


Committee: M. Hicks, Nick Burton, 
Geoffrey Westmore, A. Teh, and P. 
Dickson. 


There then followed discussion on the 
future policy of the branch. It was felt 
that within a year or two, the branch 
should seek to establish itself as a student 
society in its own right. There were some 
who wished to do this immediately, but 
they were advised by Frank Percival that 
it would be better to do some local 
‘whipping in’ to raise a membership in 
the region of 200 before taking such 
action. From experience of other societies 
he believed this number to be about the 
minimum viable membership for a 
student society. 


On the last Thursday in each month, 
the new committee will meet at the White 
Horse, a local pub, where it is hoped that 
as many new members as possible will 
attend so as to get to know one another 
and to discuss future plans for the branch. 

As a logical extension to the informal 
sporting activities which have previously 
been held in the area, it is intended to 
organize a local league for various sports. 
Those suggested were: football, table 
tennis, basket ball — and cribbage! Local 
fund-raising is envisaged through the 
medium of folk concerts, open to the 
public. 

Local lecture meetings will be equally 
divided between those in their early 
stages of articles and those who are final 
students. 

Students who attended were of the 
opinion that it was a very satisfactory 
meeting. There was constructive com- 
ment and criticism, which is always 
encouraging, and it is hoped that Guild- 
ford will soon be in the forefront as a 
students’ society branch, and as a society 
for young professionals. 

The meeting was closed with a warm 
vote of thanks to Mr Roger Haynes, 
F.C.A., Without whose good offices the 
South Eastern CASS would not have 
been able to secure such congenial 
accommodation and high-class catering 
at so modest a cost. 





Burton, Geoffrey Westmore, and A. Teh. 
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Notes 


and 
Notices 





PROFESSIONAL NOTICES 


Mr Jon CATTY, A.C.A., previously a 
partner in HENSHAW, CATTY & 
Co, announces that he will be practising 
as JON CaTTy AND Co, with effect from 
June st, 1972, from ọga Warwick 
Mansions, London SWs. 


CRITCHLEY WARD & PiGorr, Chartered 
Accountants of Oxford and neigh- 
bouring towns, announce that Mr 
Peter Barclay-Watt, c.A., a member of 
their staff for a number of years, joined 
the partnership on June Ist, 1972. 


CRITCHLEY & Co, Certified Account- 
ants of Oxford and Abingdon, announce 
that Mr TERENCE COLLINS, A.C.C.A., has 
joined Mr CYRIL WILLETT in partnership 
as from June Ist, 1972. 


GOODLAND, BULL AND Co, Chartered 
Accountants, of Bridgwater House, Cor- 
poration Street, Taunton, announce that 
as from June Ist, 1972, Mr S. R. Perratt, 
F.C.A., has retired but will remain avail- 
able for consultation, and Mr R. I. W. 
MARFELL, A.C.A., has been admitted to 
partnership. The style of the firm remains 
unchanged. 


Jack GoopMAN & Co, Chartered 
Accountants, of Liverpool, announce 
that as from June Ist, 1972, they have 
taken into partnership Mr PAuL Lewis 
GOODMAN, A.C.A., 


MANN Jupp & Co, Chartered Account- 
ants, regret to announce the death of Mr 
V. DALLEY, F.c.A., a partner in their 
Manchester practice, on May 24th, 1972. 


PIKE RussELL & Co, Chartered Ac- 
countants, announce the retirement from 
the practice of Mr Rowan G. 
MoorcraFT, F.C.A., with effect from 
March 31st, 1972. 

PIKE RUSSELL & ASSOCIATES, announce 
that they have admitted to partnership 
Mr Jonn F. BURNS, A.c.c.a., with effect 
from April Ist, 1972. 

The partners of WENHAM, Major AND 
CLARKE, Chartered Accountants, regret 
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to announce the death on June 4th, 1972, 
of Mr R. H. BurpoN-Coopkrr, M.A., LL.B., 
F.C.A., until recently their senior partner. 


H. W. West & Co, Chartered Ac- 
countants, of London and Bognor Regis, 
announce that Mr MICHAEL F. PICKETT, 
F.C.A., has been admitted to the partner- 
ship from June Ist, 1972. 


APPOINTMENTS 


Mr R. Bates, F.c.A., has been ap- 
pointed financial director of Richardsons 
Westgarth & Co. He is succeeded as 
company secretary by Mr D. F. R. Ford, 
F.C.A., who has been assistant secretary 
since 1964. 

Mr I. M. Clubb, c.a., has become 
financial director and a member of the 
executive board of Times Newspapers, 
and Mr A. Ferrier, A.C.A., has been 
appointed to succeed Mr Clubb as chief 
accountant of ‘Times Newspapers. Both 
appointments will be effective from June 
12th. 

Mr W. M. Brown, F.c.a., has been 
appointed financial controller of The 
Thomson Organisation, and a member 
of the executive board. 









Be 


Mr W. M. Brown 





Mr D. M. G. Bailey 


Mr David M. G. Bailey, F.c.a., has 
been appointed managing director of 
Rockware Glass. 

Mr D. G. Falconer, F.c.A., and Mr 
P. C. F. Warren, M.A., A.C.A., have been 
appointed to the board of James Warren 
& Co. 

Mr Humphrey Odd, B.sc., A.c.A., has 
been appointed managing director of 
Oldham Sign Service, of Leeds. 


Mr H. Odd Mr C. Gray 


Mr Charles Gray, GA, has been 
appointed secretary of A. C. Penman, of 
Dumfries, a Scotcros engineering com- 


pany. 
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Mr J. W. L. Nichols, F.c.a., has been 
appointed secretary of Richard Clay & 
Co. 


LONDON CHARTERED 
ACCOUNTANTS’ NEW 
CHAIRMAN 


Mr E. E. (‘Eddie’) Ray, B.COM., F.c.A., 
was this week elected Chairman of the 
London and District Society of Char- 
tered Accountants for 1972-73. He has 





been a member of the Society’s com- 
mittee for the past five years, and was 
Vice-Chairman of the Society for 1972- 
Ge, 

Admitted to membership of the Insti- 
tute in 1950, Mr Ray has spent the whole 
of his professional career with the firm 
of Spicer and Pegler, where he was 
admitted to partnership in 1957. Well 
known as a speaker on taxation problems, 
one of his most recent appearances was 
at last month's business session on “The 
Finance Bill 1972’ which followed the 
English Institute’s annual meeting (The 
Accountant, May 18th); he has also 
served as a member of the Institute’s 
Technical Advisory Committee and 
Parliamentary and Law Committee. 

He has the added distinction of having 
taken first place in both his intermediate 
and final examinations. His hobbies, 
when time permits, have been described 
as ‘gardening, very indifferent tennis and 
golf, and keeping up with two teenage 
sons’. 

The new Vice-Chairman of the Society 
is Mr A. J. Hardcastle, F.c.a. (Peat, 
Marwick, Mitchell & Co). 


ICA STATEMENT ON 
EDUCATION 


Copies of the full statement ‘A Policy 
for Education and Training’ containing 
the definitive proposals of the Council 
of The Institute of Chartered Account- 
ants in England and Wales (The Account- 
ant, May 25th) are available, free of 
charge, from the Education Department 
of the Institute, Chartered Accountants’ 
Hall, Moorgate Place, London EC2R 
6EQ. 


lune 8th, 1972 


LOCAL AUTHORITY AUDITS 


\ meeting of members of The Institute 
yf Chartered Accountants in England and 
Wales who are interested in the audit of 
ocal authorities under the Local Govern- 
nent Bill currently before Parliament will 
ye held at Chartered Accountants’ Hall on 
[unë 30th. Members who are interested 
n attending but have not yet received 
letails, should contact Miss Bridget 
\IicCauley at the Institute for an applica- 
ion form. 


NEW HULL PRESIDENT 


Mr Malcolm M. Strachan, F.C.A., a 
partner in Hodgson, Harris & Co, 
Chartered Accountants, of Hull, has been 
slected President of The Hull, East 
Yorkshire and Lincolnshire Society of 
Chartered Accountants for 1972-73. 
Born in 1925, the youngest son of Mr 
Charles M. Strachan, C.B.E., F.C.A., a 
former Council member of the Institute, 
he was educated at St Bede’s School, 
Hornsea, and Mill Hill School, London. 
During the Second World War he was 
commissioned in the Royal Navy Volun- 
teer Reserve, serving in Home waters 





and the Far East, and following demobili- 
zation was articled in 1946 to the firm 
of which he is now a partner. 

Always active in local students’ affairs, 
Mr Strachan has been chairman of the 
local students’ Society, was President of 
the Junior Chamber of Commerce in 
Hull in 1956-57 and chairman of the 
Yorkshire Regional Group for the follow- 
ing year. He was elected to the Committee 







JOHN FOORD 


61 QUEEN’S GARDENS, LONDON W2 3AH 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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of The Hull, East Yorkshire and Lincoln- 
shire Society of Chartered Accountants 
in 1961 and is on the Education and 
Courses Sub-committee. 

Married with four children, Mr 
Strachan’s hobbies are golf, gardening 
and local history, and he also has a general 
interest in music. 


Other officers elected for 1972—73 were: 
Vice-Presidents : 


Senior: Mr J. T. Bootyman, F.C.A. 
Junior: Mr M..D. Raettig, F.C.A. 


Secretary: Mr E. C. Chadwick, F.C.A. 


Acting Secretary: Mrs V. M. Franks, Fawley 
Judge & Easton, 1 Parliament Street, Hull. 
Treasurer: Mrs R. M. Strachan, F.C.A. 
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VAT GUIDE FOR RETAILERS 


A basic guide to value added tax for the 
retail trades, covering an introduction 
to VAT, methods of making returns to 
the Customs and Excise and VAT record 
keeping, has been published by National 
Cash Register Co Ltd. A reproduction 
of the tax returns form is also included, 
together with a cautionary note about 
penalties which will be incurred if 
returns are not made and adequate 
records kept. 

Copies of this very useful leaflet may 
be obtained, free of charge, from NCR, 
206-216 Marylebone Road, London 
NW1 6LY. 





Power to the Active Members 
VICE-PRESIDENT AT BEDS, BUCKS AND HERTS MEETING 


Speaking at the recent annual meeting of 
members of the Beds, Bucks and Herts 
Society of Chartered Accountants, Mr 
E. K. Wright, M.A., F.C.A., Vice-President 
of the Institute, reminded members that 
the real power within the Institute lay 
with those who were themselves pre- 
pared to do something. He recalled that 
from a casual discussion with Mr Keens 
and Mr Frary, the Beds, Bucks and Herts 
Branch was inaugurated which later 
became the present District Society. This 
had been an instance of individual mem- 
bers being prepared to take positive 
action, and the numbers attending the 
meeting provided a good example of the 
ripple effect which could be achieved. 


Wide acclaim 


The work of the Accounting Standards 
Steering Committee, said the Vice- 
President, had met with wide acclaim 
both in the United Kingdom and over- 
seas. It was important to recognize that 
profit was not ‘the length of a piece of 
string? but a result which should be 
derived by logical and scientific methods 
determined by professional accountants. 

In Europe, the Institute was already 
working with corresponding bodies in 
France, Holland and Germany on ac- 
counting procedures. It was important 
that British influence should be brought 
to bear in good time. 

Financial stability had been assisted 
substantially by the increases in sub- 
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scriptions which had been agreed by 
members in 1970 and 1971. For the year 
1972, he expected a surplus which would 
begin to rebuild the depleted reserves. 

Mr Wright said that over half of the 
members of the Institute were now in 
industry or commerce. Many senior 
industrial members were now taking a 
leading part in the work of the Institute, 
and three district society presidents came 
from industry. , 

Mr Wright agreed that industrial 
members had problems; their first duty 
was to their company, and many were not 
free to devote time to Institute affairs. 
He hoped that non-practising members 
would bring forward their problems for 
discussion at district societies, and senior 
members should encourage their junior 
staff to take part. It was his personal aim 
and ambition, as an office-holder, to 
strengthen the position of Institute 
members in industry. 


Democratically elected 

At a special meeting to be held on 
September 27th, members of the Institute 
would be invited to consider proposals 
for electing Council members by postal 
vote on a district society constituency 
basis. Mr Wright believed that the 
Council was now democratically elected 
by the regular reference to district 
societies for nominations, and he saw 
dangers in a direct postal vote for members 
of the Council. 
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The general policy of the Institute of 
Chartered Accountants was against any 
diplomas which gave certificates for a 
variety of subjects. In order to make a 
useful result from post-qualifying studies 
it was proposed that this would be the 
means of achieving fellowship in future. 


BRISTOL SOCIETY ’S CHAIRMAN 


Mr Maurice B. Nichols, F.c.A., the new 
Chairman of the Bristol Area Society of 
Chartered Accountants, was born in 
Bristol in 1927 and attended Bristol 
Grammar School. 

Following service with the Royal 
Engineers from 1945 to 1948, he was 
articled to Mr John Birkett, F.c.A., of 
Hudson Smith Briggs & Co, of Bristol, 
and qualified in 1951. He has been a 
partner in local practices since 1954, and 
subsequent to amalgamation with Price 
Waterhouse & Co was admitted into 
partnership with that firm in 1969. 

Mr Nichols has been actively engaged 
as a Committee member of The West 
of England Society of Chartered Ac- 
countants since 1965, and was Secretary 
from 1965 to 1968. He has been a 
member of the Bristol Area Society 
Committee since 1960, and has been 
closely concerned with student affairs 
and education. He is President of the 
Bristol and District Students’ Society. 

He has numerous activities outside the 
profession, of which treasurership of the 
Bristol City Parish Church is one. 

Mr Nichols, who lives in Bristol, is 
married and has five sons. 


THE INSTITUTE OF TAXATION 


A successful evening conference on 
‘Estate duty aspects of creating a settle- 
ment’ was held at the Grand Hotel, 
Manchester, on May 24th, attended by 
some 270 persons. The conference was 
organized by The Manchester and District 
Branch of the Institute of ‘Taxation in 
conjunction with the Manchester Law 
Society and the Manchester Society of 
Chartered Accountants. 

The principal speaker was Mr R. P. 
Ray, Solicitor of the Supreme Court, 
B.SC.(ECON.), A.T.I.1., assisted by Mrs 
M. W. Ray, Solicitor of the Supreme 
Court. Mr P. K. Lowry, F.T.1.1., the 
Chairman of the Manchester Branch of 
the Institute of Taxation, was in the 
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chair. A vote of thanks to the speaker 
was proposed by Mr J. M. Gilliat, F.c.a., 
B.A.(COM.), President of the Manchester 
Society of Chartered Accountants, and 
the meeting was closed by Mr Claud 
Metcalfe, M.B.E., President of the Man- 
chester Law Society. 

Following the meeting, a small dinner 
party was given by the Chairman, which 
was attended by Mr and Mrs R. P. Ray 
and the respective Presidents and 
Honorary Secretaries of the participating 
societies. 

This was the first occasion on which 
the three societies had held a joint 
meeting in Manchester. 
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CURRENT CONTENTS 
IN MANAGEMENT 


Those in the field of management 
education will doubtless be interested in a 
new periodical published weekly by the 
Manchester Business School Library 
called Current Contents in Management. 

The publication consists of photo- 
copied contents pages from professional 
and business journals received by the 
Library. 

Annual subscription in the United 
Kingdom is {6-72 and inquiries should 
be addressed to the Publications Officer, 
Manchester Business School Library, 
Booth Street West, Manchester. 


CHARTERED ACCOUNTANTS’ GOLFING SOCIETY 


The seventy-third annual general meet- 
ing of the Chartered Accountants’ Golfing 
Society was held at the Queen’s Hotel, 
Deal, on May 6th, under the chairman- 
ship of Mr D. V. House. 

Mr J. V. Wilson, the retiring Captain, 
addressed members and proposed that 
Mr House should be elected President 
for the ensuing year. This was carried 
unanimously and Mr House was duly 
elected President, and he thanked the 
meeting. 

Mr P. J. Hughes was elected Captain 
and the retiring Vice-Presidents, Messrs 
L. R. Elcombe, L. E. Parsons, E. N. 
Wingfield, H. W. Pilt, L. V. Mills, H. C. 
Staines and R. A. Daniel were re-elected 
plus Messrs A. W. Coleman and 5. W. 
Penwill. 


The following were also elected: 


Vice-Captain: Mr R. Anderson 
Secretary and Treasurer: Mr E. H. Head 
Match Secretary: Mr J. F. Sloan 
Auditor: Mr N. Grenfell 


Mr Drummond was re-elected to the 
committee and Messrs D. G. Richards, 
J. V. Wilson, C. D. Thomas, and A. B. 


Green were elected to the committee. 


Competitions 
The leading results of the competitions 
were as follows: 


Captain’s Prize, presented by the retiring 


Captain, Mr J. V. Wilson 


First Points 
C. P. Nicolson (14) .. sta La 39 
(wins Ernest Cooper Cup and 
Captain’s Prize) 
Second: 
J. F. Sloan (9) + 37 
(On last nine (22 points) ` 
Third: 
W. R. McBrien (16) vë E 37 
Fourth: 
P. J. Hughes (4) i>, 36 
(Wins Elcombe Rose Bowl) 
S. A. Letts (20) D D 34. 
(On last nine (20 points)) 
A. W. Coleman (13) (17 poti, 3 34 
P. J. Hughes (4) ja = 32 
(Wins Scratch Prize) 


Saturday Foursomes 
First: 

R. A. Daniel (18) 

J. B. Selier (15) 
Second: 

C. P. Neilson (14) 

I. Parlington (12) 
Sunday Foursomes 
First: 

J. B. Selier (15) 

S. A. Letts (20) 
Second: 

C. P. Neilson (14) 

A. W. Coleman 
Third: 

E. H. Head (16) KX: 

H. J. Finden Crofts (17) " wos 

The A. O. Miles Challenge Cup (1971) 
was won by Futcher, Head, Smith and 
Tucker. 

The Summer Meeting will be held at 
Walton Heath on June 21st, and the 
Autumn Meeting at Wilderness Golf Club 
on September 28th. 


AN R.R.C. HOME STUDY COURSE provides the simplest answer. Backed by 43 years 

of posta! tuition experience and over 205,000 passes, it assures your success in the 

principal Accountancy exams, and also in Banking, Book-keeping, Civil Service, Computer 

Appreciation, Costing, G.C.E., Insurance, Law, Local Govt, Marketing, Secretaryship, etc. 
Free 100-page book (without obligation) on application to Careers Adviser 


THE RAPID RESULTS COLLEGE 


DEPT AH3, TUITION HOUSE, LONDON SW19 4DS 
Accredited by the Council for the Accreditation of Correspondence Colleges 
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| How to eliminate 
the disadvantages of 
ordinary Covenants, 


yet retain the 
maximum tax benefit 


You know that a covenant allows the money given to chariy to 
be increased by recovered income tax. 

. You also know that a covenant is restrictive: the same amount 
of money must be given ‘each year to the same charity over a 
period of time that is usually. taken to be not less than seven 
years. 

What is more,-any other gifts that might be made (in response 


. to an appeal, for instance) cannot be included in the covenant 


and be increased by tax recovery. 

Now consider the advantages of a single ‘Uncommitted 
Covenant’ with the Charities Aid Fund. 
' We receive the cheque. We add to it the value of the tax 
which we recover. We send out donations in accordance with 
instructions. The choice of Charity or of Charities can be altered 


_ from time to time. The amounts can be changed. Charities can 


be added, or subtracted, from the list. We arrange all this and 
do all the paper work without formal charge to you or to your 


. client. Thus all the money that is given to charity can be in- 


creased. And your client retains his freedom. 

if you would like to know more, please -write to Howard 
Smith who will be glad to supply further information or to 
discuss with you the advantages of this uniquely simple ‘Un- 
committed Covenant’. 


CHARITIES AID FUND 
48 Pembury Road, Tonbridge, Kent - 
Telephone Tonbridge 62323: - 
(London Office 01-636 4066) 
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Z ` ` ‘THE NEW LIFE PLAN 
— WITH THE BIG ‘CATASTROPHE’ 
— COVER FOR THE 


B YOUNG EXECUTIVE 


Tax free cash payments 
made in 15 years and again 





Se _ before it matures at 65 — _ 
T | with the insurance ` 


| continuing throughout 





Please apply for quotations to: 


d SENTINEL INSURANCE CO. LTD 


Williams National House 
11-43 Holborn Viaduct, London ECIP (EL Séi ts 
Telephone: 01-248 8070 ` N 
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Grundy’s 


Tax Havens 
A World Survey 


Edited by MILTON GRUNDY, M.A.(CANTAB.) 
of the Inner Temple and Gray's Inn, 
Barrister-at-Law 


SECOND EDITION 


This book contains the basic information about the 
principal tax havens throughout the world and covers 
the territories of the Bahamas, Bermuda, British Virgin 
Islands, Cayman Islands, Gibraltar, Hong Kong, the 
isle of Man, Jersey, Liberia, Liechtenstein, Luxembourg, 
Netherlands Antilles, New Hebrides, Norfolk Island, 
Panama and Switzerland. 


It has been compiled by experts in the territories 
themselves and each pays regard to factors such as 
communications, political stability, freedom of cur- . 
rency movement, availability of professional and 
financial services, as well as the nature and level of 
direct taxation. In each case the fiscal advantage 
described is of a general nature and not merely of 
limited ‘application to too narrow a range of circum- 
stances. On these grounds, several territories have been 
excluded from this volume because they fail to meet 
one or more of these requirements, or, while retaining 
in the public mind the aura of a fiscal paradise, no 
longer offer any substantial facilities for international ` 
transactions. The nature cf the entities which are known 
to their local law are indicated in each case with, where 
relevant, the kind of use which can be made of them by 
persons whose residence or main seat of business is 
outside that territory. 


Tax havens are now a recognised part of the world’s . 


‘financial geography. Grundy’s Tax Havens will give 


the reader an idea of what can or cannot be achieved 
in the various tax havens, so as to enable him.to decide, 
in the context of a particular problem, which territory 
best meets his needs. 


1972 ‘£6 net 
Postage 15p 


Sweet & Maxwell/ Matthew Bender 


Mail orders to: North Way, Andover, Hants 


: Bookshop: 23 Chancery Lane, SE 
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Many hundreds of accountants have found the eh job | 
ea es this useful service, 


LEWIS, GOATES & LUGAS LTD 





FREE LISTS OF VACANCIES 


y . NEF I ‘| L will be posted to you, or you can drop i in and — without any = 
GE el ! d e | “ form filling — study the classified register. Over 500 vacancies 
WW . | in PUBLIC PRACTICE, COMMERCE AND INDUSTRY, ` 
~ COMPANY AG ENTS = ae in the U.K. and Overseas offer you the widest choice. 
@ Draft Memorandum and Articles ` |: Public Practice: L. Kelleher, 01—628 4550. 
-Í supplied by return of post Me More than 250 Professional firms utilize our services in the 
' d engagement of all gradés of Audit, Tax and Liquidations 
@ | Company Seals and Books | staff, Managers, Consultants, Partners, etc;-Ring for FREE 
@ | Notepaper, Bills, etc., printed ale LIST of current vacancies. 
° | Rubber Stamps O ft Bae 
JI ev ro mmerce, 
© All office requisites | aim | riage and Finance, and eae ee din "e range — 
Lil > from Trainee to Financ irector 
READY-MADE COMPANIES. || ci "in Consultants 
RI] ` Temporary Staff: A. Andersz, 01-628 8207 ` | 
SCH he l zef We often receive inquiries from our clients for qualified and/ . 
; SS ZE . l N or experienced Accountants, Consultants and: ‘Book-keepers. - 
inclusive | l : Al ‘Terms are much better than is usual for temporary 


- assignments. 


EMPLOYERS: Our register of candidates lists hundreds of 
accountants ‘and perhaps one of them is the man you seek. 
eds To find out, ring me now, and I SE i, 01-628 8869; 
wx... s O ` 1 9 
38/40 FEATH ERSTONE STREET j. 


LONDON ECT ||| RICHARD OWEN ASSOCIATES 


| ` 01-253 2977/8/9 f Telex 262687 ats 24 Finsbury Court, Finsbury Pavement, London EC2A mr ` 








HENRY BUTCHER & co = 


(MEMBERS OF THE PROFESSIONAL INSTITUTES) es 
caine Auctioneers, Surveyors and Valuers operating in the British Isles and Europe sy 


FACTORIES, PLANT AND MACHINERY =~ 


AN INVE NTORY OF PLANT AND MACHINERY 
prepared by Henry Butcher & Co with every item priced i is an assurance of maximum settlement of a claim for 
loss by fire, < 
A SCHEDULE OF FACTORY BUILDINGS 


| prepared by Henry Butcher & Co priced on today’s replacement cost is a safeguard against a rebuilding liability 
_ in the event of loss by fire. ` 





A VALUATION OF PHYSICAL ASSETS 


as a whole (complete with Inventory of Plant and Schedule of buildings) by Henry Butcher & Coi is a sure 
= on which to calculate the value of any Manufacturing Concern from the point. of view of earning capacity. 


| THE DISPOSAL OF FACTORIES, PLANT AND MACHINERY Së 
‘Henry Butcher & Co are one of the leading Agents in the country specializing in the sale and letting of 
Manufacturing Property and are therefore in a strong position to render first-class service to (a) those firms 
seeking Additional Factory Accommodation; to (b) owners.of'surplus Factory: SES and Plant and Machinery 
| wishing to Ee of same. : 
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` Principals ` with the 
responsibilty Tor training 
-= newly articled clerks 


should ensure that the best course of action for 
their newly articled clerks is to enrol with the 
Metropolitan College. 


All bona fide Principals who are considering the 

postal coaching arrangements for their newly articled 

clerks are Invited to Inspect a copy of the Metro-. 
politan College Study Manuals, to see for themselves 

that the contents are thoroughly up to date and 
designed specifically to give progressive and care- 

fully graduated instruction, backed by a businesslike 

tutorial service that receives the constant and 

enthusiastic commendation of the students. 


Please write to the Principal, B. Mendes, B.Sc.Econ., F.C.A., Dept A1, 
Metropolitan College, St Albans, and we will gladly send you, without 
charge or obligation, a copy of one of our Study Manuals, l 





Metropolitan College unassailable record 
of Examination Successes 


Ar the professional accountancy examinations, for which the Metropolitan College provides 
Expert Postal Tuition, students from the College have obtained — 


MORE THAN 45,000 PASSES and 
MORE THAN 1,400 DISTINCTIONS 
MEDALS and PRIZES 


Be guided by the experience of others 


TAKE ACTION NOW! Write TODAY for a free copy of LINKED PRIVATE STUDIES 

Sie SE Hee ghia oe ` For students who wish to participate in linked oral 
ion in which you are interested) to the Metropolitan ; kai 

College (A1), St Albans, or CALL at the London Advisory and correspondence tuition, the Luton College of 
Office, 30. Queen Victoria Street, London EC4N 4SX _ Technology and Metropolitan College now offer 
‘(01-248 6874). After office hours (5 p.m. Monday-Friday) : these facilities. Please write to: Metropolitan 


telephone messages are recorded electronically. College for details. of various-courses available. 


Metropolitan College, St. Albans 


Pupas by the Coumcilforthe Accreditation of C orrespondence Colleges. Founded 1910 
' Member of the Association of British Correspondence Colleges. 
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ECENT pronouncements on the state of the UK 

economy have done nothing to encourage that sorely 
needed ingredient for expansion, business confidence. 
One is accustomed to divergent viewpoints on economic 
policy from bodies such as the Bank of England, the 
National Institute of Economic and Social Research and 
the Confederation of British Industry. Last week, however, 
the most striking feature of their individual pronounce- 
ments was their obvious and common concern regarding 
the future. 

Despite the budgetary measures which Mr Barber hoped 
would inaugurate a phase of sustained growth at about 5 
per cent per annum, not to mention the almost lavish 
distribution of bank finance mainly to private as distinct 
from industrial customers, there is still little evidence of a 
resurgence either of investment or of the overall growth 
rate, 

There are, however, already: signs that the expansion in 
consumer spending is sharply reducing the external balance. 
Over the past quarter the current account was about {so 
million in deficit and, as the Economic Review of the 
National Institute reminded its readers, while over the 
current year the balance of payments should be about £475 
million in surplus, this represents a reduction of {500 
million on the year, not to mention the expectation of a 
further worsening in 1973. 

More serious than the external account is the inflationary 
pressure which shows no signs of abating. The consequence, 
as both the Economic Review and the Quarterly Bulletin 
of the Bank of England stress, has been a loss of price 
competitiveness in overseas markets and the virtual 
certainty that if the Government persists in seeking to 
reduce the level of unemployment, then a new devaluation 
is inevitable. 

In fact, The Times last week is on record as recommending 
a moderate devaluation of sterling to the old dollar parity 


of $2°40 but this would have to be coupled with the im- ` 


position of an immediate pay and prices freeze. Such a 
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policy would have much to commend it if there were the 
slightest possibility that 1t would work. A price freeze is at 
any time barely practicable but, following upon a devalua- 
tion which would normally raise the cost of living, the 
policy would be unworkable. Only if there were virtual 
certainty that within the space of months the cost inflation 
would be checked, could such a step be contemplated. 

The plain fact of the matter is that deterioration in the 
external account is a symptom cf the more fundamental 
weakness in the economy - inflation. It is hardly a matter 
for surprise that Mr Campbell Adamson, Director-General 
of the CBI, should have publicly expressed concern over 
the Government’s policy on wages and house prices. There 
is certainly no future for CBI member companies in 
another round of prices limitation. Already profitability 
is being seriously eroded; it is small wonder that industry is 
not interested in additional investment! 

What evidence, however, is there that any conciliatory 
steps towards the TUC will restrain the pace of cost 
inflation? No one disputes that the lower-paid worker 
must be experiencing very real hardship in the face of 
current price rises. The question is whether any of the 
unions, white or blue-collar, are prepared to accept the 
squeezing of pay differentials which any realistic policy 
for helping the lower-paid worker must entail. There have 
been precious few signs thereof. 

Any rapprochement between the unions and the CBI on 
a policy for prices and incomes which pays more than lip 
service to the consumer at large deserves Government 
support. But a ‘fair’ wages structure can only be evolved 
by the unions themselves, with some help from industry; 
and until there is some evidence that attention is being paid 
to the interests of the consumer and to the prospects of a 


. fair return on invested capital, the Government can only 


walt. 

What the Government has to do is to bring public 
opinion to recognize the real dangers of inflation and the 
fact that industrial peace can be bought at too heavy a 
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price. Mr Barber may find it a good deal more difficult 
to pursue his declared policy of expansion, at any cost to the 
exchange rate, than his Budget address would suggest. 
Devaluation is not a solution even if it might just provide a 
short interlude for devising new policies. 

The way the economy is now drifting makes it quite 
clear that the level of unemployment is not likely to fall 
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significantly by the end of the year. It is no good bemoaning 
the speculation in gold shares, or the fact that the outflow 
of private investment funds is now double the rate for 1971; 
there is more at stake at the present time than the public 
seems to realize. The Government’s most urgent task is to 
explain its policies and what they will cost the man-in- 
the-street. 





Think Again 


JA. the several proposals of the English In- 
stitute’s Special Committee on Future Policy (The 
Accountant, February 24th), our forecast that an incréase 
in the entrance fee from {21 to £50 would be ‘one of the 
more potentially contentious recommendations’ has been 
proved abundantly well-founded. Criticism, expressed 
publicly in our columns and privately in representations to 
the President and other senior members of Council, has 
centred on two fronts: that the increased fee, if adopted, 
will be exacted from those present students who will not 
have a vote on the proposals, to the profit of the existing 
membership, and that to increase an amount on which 
no income tax relief is available is a mark of professional 
incompetence. | 

The Association of Chartered Accountant Students’ 
Societies has been particularly outspoken in its opposition 
to a measure which it regards as unreasonable taxation of 
students who have already endured restrictive conditions 
of employment and suppressed remuneration. A letter 
conveying the ACASS views, and calling for support in 
opposition, has been sent to all member societies. 

Whilst we recognize the views of the minority who would 
seek to abolish entrance fees altogether, there is an arguable 
case in piinciple for such fees — to the extent that they 
represent a reasonable pre-estimate of the administrative 
costs of admissions and of the new members’ interest in the 
accumulated funds built up by earlier generations. Entrance 
fees may also serve a useful and legitimate purpose in 


discouraging frivolous or undesirable candidatures — 


though this point hardly applies to a reputable professional 
society in which other and more effective safeguards are 
available. 

One could even make some sort of a case for the proposed 
figure of £50; if memory serves, the corresponding figure 
in the 1940s was ten guineas, and salaries available to the 
newly qualified accountant have increased by some five 


times since then. It may also be true that the immediate 


post-qualification period, when the young accountant is 
drawing a qualified man’s salary but has not yet ac- 


cumulated a full range of domestic responsibilities, will 
prove to be the most affluent of his life. 

On the other hand, to attempt justification of a {50 fee 
by comparison with that charged by, say, a club is an 
irrelevant and pointless argument; it carries no more 
weight than did the views of Aesop’s fox who, having lost 
his own brush, affected to see enormous virtue in having 
all others ‘similarly docked. Admission to a social club 
cannot fairly be compared, in any case, to entry to a pro- 
fession for which the candidate has assiduously trained for 
several years and which is to be his sole or principal 
livelihood — a distinction recognized by the Court of Appeal 
twenty years ago in Lee v. Showmen’s Guild of Great 
Britain ([ros2] r All ER 1175). Nor does it matter over- 
much whether dues payable to a social club are in the form 
of an entrance fee or of an annual subscription, or any 
combination of the two, since in normal circumstances 
such dues are not allowable for tax purposes anyway. 

Whilst there is statutory authority for the allowance of 
appropriate professional subscriptions against a Schedule E 
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assessment, the Inland Revenue has consistently regarded 
entrance fees as falling outside this provision — a silly and 
illogical decision on several grounds, and quite possibly of 
doubtful validity. As a once-for-all payment, an entrance 
fee can be superficially invested with a ‘capital’ character, 
sufficiently to explain the present Revenue practice — if one 
is prepared to ignore that the distinction between single 
and recurring payments is not co-extensive with that 
between capital and revenue transactions, and that the dis- 
tinction between capital and revenue has lost (with the 
introduction of capital gains tax) much of whatever 
significance it ever had for tax purposes. There is also a 
hopeless illogicality in refusing relief for an entrance fee 
whose payment is a sine qua non for admission to a pro- 
fessional body whose annual subscription will thereafter 
be allowed. 

The matter is now governed, in short, by the proclivity 
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of the Inland Revenue to say that ‘We will do it this way 
until some taxpayer succeeds in proving us wrong on 
appeal.’ With an amount of £50 at stake — equivalent to £72 
of gross income — somebody might even think it worth 
trying. 

There has been no suggestion that the Institute’s pro- 
spective new members seek to evade paying their way, but 
they may be quite understandably and legitimately ag- 
grieved at the prospect of paying in a form which arbitrarily 
increases their own tax liabilities. Any practising member 
who committed such a solecism in arranging his clients’ 
affairs would risk well-deserved wrath if nothing worse. 
Given as a fact of life that the Inland Revenue is prone to 
make arbitrary rules of practice for its own convenience, 
for The Institute of Chartered Accountants in England 
and Wales deliberately to expose its own members to such 
unnecessary discrimination is wholly inexcusable. 


The Accounting Panorama 


HOUGH the accounting profes- 

sion has often enough been urged 
to speak with one voice, the immediate 
reaction to this in present circum- 
stances could well be ‘whose voice?’ 
Addressing the annual meeting of 
members of The Institute of Cost and 
Management Accountants in London 
last Saturday, the President, Dr 
J. M. S. Risk, B.COM., C.A., F.C:M.A., 
J.DIP.M.A., saw dangers if the voice 
was that of a single individual or 
institute rather than the vocal efforts 
of the profession as a whole. 

Over the period 1949 to 1970, the 
ICMA had more than trebled its 
membership, showing by far the 
largest growth rate of any recognized 
body of accountants. This, commented 
Dr Risk, strongly suggested that 
industry realized the value of the 
special expertise and examination syl- 
labus of the ICMA. He thought it 
unfortunate that accountancy mem- 
bership statistics do not at present 
differentiate between members en- 
gaged in public accountancy and in 
other fields; until such information 
was to hand, there would continue to 
be inadequate data on which to assess 
the most relevant education and 
training for accountants in general. 
It was to be hoped that the Solomons 
inquiry into the future training of 
accountants (The Accountant, January 


13th and May 25th) would succeed in 
collecting this information. 

Dr Risk referred also to suggestions 
(recently noted in The Accountant for 
November 18th, 1971) that the ICMA 
should ‘team up’ with The Association 
of Certified Accountants. Though the 
two bodies might at one time have 
appeared ‘odd bedfellows’ in view of 
their then dissimilar syllabuses of 
study, the Association had now pub- 
lished an exposure document which 
closely paralleled the ICMA draft 
‘1975’ syllabus. It did not seem un- 
reasonable to foresee a common sylla- 
bus for perhaps 80 to go per cent of the 
total hours of both examinations, com- 
bined with alternative groups of sub- 
jects according to which stream of the 
profession a student might have in 
mind. Nevertheless, he recognized 
that some ICMA members would 
remain opposed to any arrangement 
which in any way weakened the thrust 
towards wider recognition of the need 
for and use of scientific methods of 
cost and management accountancy. 

In conclusion, the President saw 
‘greater scope than ever for the 
development of accountancy, once 
the shackles of the double entry 
system are broken’. Management ac- 
countancy — or as he preferred to think 
of it, measurement accountancy — 
should no longer be regarded as a 


specialized offshoot of financial ac- 
countancy, but stood as a field of 
knowledge in its own right. 

The meeting approved increases in 
annual subscriptions, of the order of 
40 per cent on present rates, with effect 
from January 1973. The new scale 
ranges from {17-50 for fellows resident 
in the UK, the Isle of Man or certain 
other territories, down to {10-50 for 
associates not so resident. 


Local Government 
Finance 


HE Government’s Green Paper 

The Future Shape of Local Govern- 
ment Finance (Cmnd. 4741) has afford- 
ed the Society of County Borough 
Treasurers ‘little ground for optimism’. 
Whilst the Society welcomes the 
Green Paper’s intention of preserving 
and strengthening the financial res- 
ponsibility of local government, it has 
plainly stated its view that good 
intentions are not enough; consultation 
between representatives of central 
and local government can be of real 
value ‘only if the central departments 
can be made to enter into frank and 
open discussion of their policies and 
objectives’. 

A booklet published by the Society 
earlier this month, in response to an 
invitation to express its views on the 
Green Paper, sa s that the latter, 
considered as a corsultative document 
for examination of the fundamental 
issues which *should shape local 
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government finance for the remainder 
of this century, is very disappointing. 
The general tenor of the Green Paper 
avoids any real innovation, and con- 
veys no confidence that the Govern- 
ment is anxious to seize the 
opportunities presented by the unique 
occasion of the reorganization of local 
government. 

Recognizing that the rating system 
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must remain as the principal source of 
local authority revenue, the Society 
stresses the need for uniformity of 
valuation within the new structure of 
local authorities. 

Copies of the Society's booklet in 
response to the Green Paper are 
available from its secretary, Mr C. J. 
Davies, F.1I.M.T.A., City Treasurer, 
Newcastle upon Tyne 1. 





New President of ICMA 


R ANTHONY WENTWORTH 

HOWITT, MA; F.C.A., F.C.M.A., 
J.DIP.M.A., F.B.I.M., F.I.M.C., F.B.C.S., 
was elected President of The Institute 
of Cost and Management Accountants 
for 1972—73 at the Institute’s annual 
general meeting held in London last 
Saturday. 

Mr Howitt, who is 52, was educated 
at Uppingham and Trinity, Cam- 
bridge, where he obtained an honours 
degree in economics and mechanical 
sciences. He became an Associate 
member of the Institute in 1956, was 
elected a Fellow two years later and 
was co-opted to the Council in 1966. 
He has served as chairman of the 
Cost Consultancy, Research and Tech- 
nical Committees and also as a member 
of the Examination, Finance, Senior 
Staff and Law and Parliamentary 
Committees. In addition, he has taken 
an active part in the affairs of the 
London Branch, of which he was 
President in 1961-62. 

The first practising accountant to 
become President of The Institute of 
Management Consultants, Mr Howitt 
is also on the Councils of the Man- 
agement Consultants’ Association and 
of the British Consultants’ Bureau and 
is the representative of The Institute 
_ of Chartered Accountants in England 
and Wales on Committee III of the 
Union Européenne des Experts Comp- 
tables Economiques et Financiers and 
chairman of its subcommittee III-B. 

As senior executive partner of the 
Peat, Marwick, Mitchell & Co manage- 
ment consultancy firm, Mr Howitt 
travels extensively. In 1970, he headed 
a government-sponsored British Con- 
sultants’ Bureau mission to the Far 
East. He is a member of the Devlin 
Commission, set up by the CBI and 
Association of British Chambers of 





Commerce to inquire into industrial 
representation. 

He has presented technical papers 
at British and international gatherings, 
including a paper on ‘Productivity in 
administrative and commercial fields’ 
which he gave at the Ninth Interna- 
tional Congress of Accountants in 
Paris in 1967. This autumn he will be 
presenting a paper on ‘Information for 
Management’ at the Tenth Inter- 
national Congress in Australia. At 
the ICMA jubilee meeting in 1969, 
he spoke on “The accountant in 
consultancy’. 

Mr Howitt, who likes to escape to 
the country as often as possible (he 
has a Jacobean house on the Herts/ 
Bucks border), is a keen rider to 
hounds with the Vale of Aylesbury 
Hunt during the winter and plays 
tennis and golf in the summer. 

The Vice-Presidents for 1972-73 
are Mr Cyril A. Herring, B.sc.(ECON.), 
FCMA, J.DIP.M.A., chairman and 
managing director of British Air 
Services Ltd, of London, and Mr 
Denys E. Edmonds, F.c.M.a., pro- 
duction director, Stephenson, Blake 
& Co Ltd, of Sheffield. 
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Distribution to 
Rolls-Royce Creditors 


be papi he of the agreement 
of a price for the assets taken over 
by Rolls-Royce (1971) Ltd, the joint 
liquidators of the old Rolls-Royce 
company expect to make a payment of 
not less than ro per cent to ordinary 
creditors next September. This was 
confirmed in Parliament recently by 
the Under-Secretary of State for Trade 
and Industry, Mr Cranley Onslow. 
Mr Onslow was answering ques- 
tions from members critical of the fact 
that no interim payment had been 
made in the 16 months since these 
assets were taken over, and of the 
further delays anticipated in conse- 
quence of the appointment of an asses- 
sor (Mr W. E. Parker, CBE., F.C.A., 
The Accountant, May 4th.) These 
delays, it was alleged, were causing 
very serious hardship to creditors, 
workers, and ordinary shareholders. 
Whilst accepting that the con- 
sequences of the Rolls-Royce failure 
were widespread, Mr Onslow main- 
tained that—in view of the wide 
disagreement between the parties — the 
appointment of an assessor must be 
made in the public interest. On the 
particular question of workers’ share- 
holdings, the Government could not 
go beyond what had already been said 
in the course of an earlier adjournment 
debate (The Accountant, April 27th). 


Managers and 
Redundancy 


Be NAN CY, states a report of 
a working Party of the British 
Institute of Management entitled 
Managerial Mobility and Redundancy 
(£1150), ‘is a normal adjustment 
mechanism in the business process’. 
The reason why it has attracted so 
much attention of late is that un- 
employment among managers is high. 

According to the BIM report there 
is growing recognition of the advan- 
tages of mobility and a heightened 
awareness of the effects of redundancy. 
On the other hand, there is still 
insufficient sense of urgency, often 
shown by the absence of systematic 
preparation for either. Employers are 
advised in the report to plan more 
carefully their manpower needs and 
to consider the possibilities of re- 
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deploying managers at intervals to 
avoid overlong specialization. In par- 
ticular, more use needs to be made of 
both internal and external facilities 
to train, update or re-train managers 
so as to equip them to meet the 
‘company’s changing needs. 

Among the recommendations to 
professional bodies is the emphasis 
placed upon the need for learning 
processes to be continued throughout 
a manager’s working life. Particular 
attention should be paid to the needs 
of older members, and professional 
bodies should make such members 
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aware of the dangers of allowing their 
professional skills to become obsoles- 
cent. 

Two recommendations which could 
be implemented most quickly would 
probably involve legislation. The first 
would be to permit the transfer of 
rights between occupational pension 
schemes ; this measure is long overdue. 
The other proposal involves the raising 
of the statutory annual ceiling for 
redundancy compensation calculations 
from the present £2,080 while the 
tax-free element of severance pay- 
ments should be similarly increased. 





Interruption of Self-employment 


ERSONS registered for National 
Insurance purposes as self- 
employed, it has long been established, 
are not entitled to claim unemploy- 
ment benefit in respect of interruption 
or cessation of that self-employment. 
Within the general framework of the 
National Insurance Scheme, it has 
been found impossible to frame any 
alternative provisions which would 
not be susceptible to abuse. A recent 
Parliamentary adjournment debate 
(Hansard, June 7th, col. 669) has 
highlighted the difficulties which may 
confront a person ceasing from self- 
employment (quite possibly for reasons 
beyond his own control) and who then 
registers for work at his local employ- 
ment exchange; it also suggests that 
certain reliefs and concessions which 
are available in such cases are perhaps 
not as widely known as they might be. 
Apart from disentitlement from 
unemployment benefit, a formerly 
self-employed person now seeking 
work is not entitled to have his 
National Insurance card franked for 
‘Class I’ purposes, and may be 
required to pay contributions at either 
self-employed or non-employed rates — 
at present {1-50 and 1-20 res- 
pectively, per week. If, however, 
payment of this contribution would 
reduce income to less than {9 per 
week (£468 per annum), a ‘small 
income’ exemption from contributions 
may be claimed. Though such an 
exemption from contributions does not 
confer credits for National Insurance 
purposes, the insured person may 
nevertheless preserve his entitlement 
to long-term benefits (in particular, 


retirement pension and widow’s bene- 
fits) in either of two alternative ways: 


(i) Arrears of self-employed contri- 
butions during a period of small 
income exemption may be made 
good up to six years after they 
would otherwise have become pay- 


able. 


(ii) Depending upon the general state 
of a contribution record, the rate 
of retirement pension may not 
be affected, provided that a yearly 
average of 50 contributions has 
been paid or credited. 


A person formerly self-employed 
may be entitled to Class I credits after 
a period of employment — even as 
short a period as one week — if he 
satisfies the Ministry of Social Security 
that he is seeking future employment 
and not self-employment. Once he has 
paid 26 Class I contributions as an 
employed person, following a previous 
full record of contributions as either 
self-employed or non-employed, he 
becomes fully entitled to unemploy- 
ment benefit. 

Supplementary benefits, when pay- 
able, would not normally include the 
equivalent of the non-employed stamp 
in addition to the normal scale of 
benefits, the assumption being that a 
person in receipt of supplementary 
benefit would also be able to claim 
the small income exemption. Depend- 
ing upon the general state of the 
contribution record before and after 
the period of exemption, this might 
endure for a period of between two 
and three years without undermining 
the insurance position. 
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ICA Exam 
Placings Discontinued 


UCCESSFUL candidates in the 

English Institute’s intermediate 
examination are no longer to be in- 
formed of their individual placings. 
The Institute announced this week 
that, with effect from the September 
1972 examination, successful candi- 
dates will be graded in four classes, 
I to IV, representing honours, above 
average, average and below average, 
respectively. 

The previous ranking of every 
successful candidate in order had been 
criticized on the ground that a differ- 
ence of a few marks in aggregate 
frequently resulted in an ‘absurd’ 
distinction in the place number. 


Indemnity Market 
"Stabilized*’ 


UPPORT for the English Insti- 

tute’s professional indemnity in- 
surance scheme is having a ‘stabilizing’ 
effect on the market, and has made 
possible a more realistic basis of 
premium assessment by taking into 
account other factors beyond the 
number of partners and staff to be 
covered. Since inception of the scheme 
(The Accountant, May 14th, 1970), 
some Soo firms have taken advantage 
of its provisions, and the ‘covers’ 
on which the scheme is based have 
been renewed for a further year 
without increase in the rate of premium 
charged. 

These points were reported as part 
of the proceedings of last week’s 
Institute Council meeting, noted on 
other pages of this issue. Members 
have, however, been warned that the 
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by Smethurst 


DON’T TRUST HIM 
HE'S OVER THIRTY. 
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scheme does not indemnify them 
against the possible consequence of a 
breach of professional confidence 
where work is subcontracted without 
the client’s consent, or without steps 
being taken to secure anonymity. 


Police and the 
Professions 


ROFESSIONAL disciplinary 

committees, it has been suggested, 
should be notified by the police when 
members are convicted of serious 
criminal offences. This recommenda- 
tion is contained in a Home Office 
circular to senior police officers, and is 
intended as a precaution to enable 
professional bodies ‘to take appropriate 
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of the public, including children’. 

The Home Office recently confirmed 
that the circular had been in issue for 
some time; it was intended for 
guidance, and not as an ‘instruction’ 
to the police. Interpretation of the 
word ‘serious’ was left to the discretion 
of individual officers, and there was no 
list of specific offences to be reported. 
Mr Leslie Huckfield, M.P. (Lab, 
Nuneaton) complained last week that 
some police forces had been over- 
zealous in their response to the 
circular, and were reporting minor 
as well as major offences. 

Within the accountancy profession, 
there is no evidence of police reports 
being made as standard practice. A 
spokesman for The Institute of Char- 
tered Accountants in England and 
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Wales agreed that information of 
possible breaches of professional disci- 
pline might reach the Institute from a 
variety of sources, including other 
members, district societies, other pro- 
fessions, and press cuttings; there was 
an admitted risk of a case escaping’ 
notice if a member was incorrectly 
described. 

For the Scottish Institute, it has 
been authoritatively stated that no 
developments were expected in the 
light of this circular — the administra- 
tion of criminal justice in Scotland 
differing, in any event, from that in 
England and Wales; it would be for 
the Council to decide the action to be 
taken on any information affecting a 
member, from whatever source it 
might emanate. 


action to protect vulnerable members 





THIS IS MY LIFE 


The Never-Never 
Land 


by An Industrious Accountant 


UR financial accountant sat down by my bed in 

tremendous high spirits and hoped jovially I’d be back 
to work soon. He didn’t really mean it, of course. As a 
result of my accident he’s been allocated more responsi- 
bility, including limited authority for single-signature 
cheques, and the free hand has gone to his head, so to 
speak. Besides, the managing director believes in equating 
remuneration with workload, so the FA has had an 
immediate temporary-promotion increment as well. 

He’d decided to celebrate by enlarging his holiday plans, 
for a start. The Black Sea ports, probably, or the Canaries, 
he pondered; after all, one has been to the Costa 
Brava already, so one wants a change from Spain. His 
travel agent had produced a marvellous ‘play now, pay 
later’ trip for him with really long-term instalments. 

It’s amazing how hire-purchase has gone to people’s 
heads. It’s given him his car, his fridge, and half his 
furniture, and it’s not so long since he discussed with me 
the 30-year agreement which provided his house as its 
fall-out. The change in social permissiveness world-wide 
is far greater tan we appreciate since the days when one 
paid, or did without. 

“When Ibsen wrote his Dolls’ House in 1879, it was 
literally a disgrace to borrow. Thorvald, promoted to bank 
manager ‘with a big salary and lots of percentages too’, is 
furious when his wifes overspends on Christmas presents. 
“Squanderbird’, he calls her, declaring that ‘a home that is 


founded on debts and borrowing can never be a place of 
freedom and beauty’. His luckless Nora had secretly bor- 
rowed the money that paid for the year in Italy that saved 
his life, forging in her desperation her father’s signature 
as guarantor. When Thorvald discovers her guilt, he dis- 
owns her. ‘Our children also shall be taken out of your 
hands. I dare no longer entrust them to a woman like you!’ 

In 1850, Tommy Traddles, David Copperfield’s friend, 
went courting the curate’s daughter, but funds were low, 
and they faced up courageously to a long engagement; she 
would wait till she was sixty, she promised. But there was 
no hire-purchase then, so young couples bought as they 
went, and Tommy and his Sophy purchased - just to start — 
a flower-pot with stand and a little round table with a 
marble top. 

Traddles was, by the way, one of our earlier auditors. 
He and Mr Micawber, better known for his skill in budget- 
ary control (‘annual income £20, annual expenditure 
£19.19.6, result happiness . . .’) conducted a special secret 
examination of the past financial affairs of Messrs Wickfield 
and Heep, with results most gratifying to all concerned — 
excepting the malevolent Heep, naturally. This ‘not 
unlaborious task of clandestine investigation into the major 
malpractices was protracted over twelve calendar months’. 

Heep’s ‘malpractices’ were listed under such headings 
as designedly perplexing and complicating official transac- 
tions, obtaining Wickfield’s signature to falsely substituted 
documents, systematic forgery, deception, and keeping a 
duplicate set of partnership books. 

Micawber was in fact a financial genius born a century 
ahead of his time (and usually a jump ahead of the sheriff’s 
officers). While waiting for something to turn up, he 
converted his fixed assets into ready cash (via the pawnshop) 
and obtained working capital by way of debentures (by 
issuing liberally several series of notes of hand dated a 
year or so ahead). What was that, after all, but embryo 
hire-purchase? 

I hope the FA doesn’t meet the sheriff’s officers. 
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London Accountants 


Discuss ED 6 


Long-term Contracts a Particular Difficulty 


HE Council Chamber of Chartered 

Accountants’ Hall was crowded to 
capacity on Wednesday of last week, when 
members of the London and District 
Society of Chartered Accountants 
assembled to discuss the recent exposure 
draft ED6 Stock and Work in Progress. 
Opening the meeting, the chairman, 
Mr B. G. Jenkins, M.A., A.C.A., stressed 
the fact that its location conveyed no 
official significance; it was hoped to 
collect the views of members and to pass 
them on to the ASSC. 

This being the first occasion on which 
the programme of the London society 
had included discussion of a particular 
exposure draft, Mr Jenkins took the 
opportunity of reminding members that 
the possibility of departure from stan- 
dards in a particular case was already 
well recognized, subject to disclosure. 
He quoted from the foreword to ‘State- 
ments of Standard Accounting Practice’ 
in the English Institute’s Members’ 
Handbook, that ‘Significant departures 
in financial accounts from applicable 
accounting standards should be disclosed 
and explained’ and from section U 17 of 
the Handbook (The Accountant, March 
11th, 1971), that “There may be rare 
circumstances in which adherence to an 
accounting standard does not, in the 
auditors’ view, produce a true and fair 
view.’ 


Sandwich presentation 


Opening the discussion, Mr Peter Davis, 
A.C.A., likened E D6 to a City sandwich — 
a thin slice of meat between the ‘bread’ 
of explanatory notes and definitions on 
one side, and the appendices on the 
other. This approach, he suggested, had 
led to some repetition, and he would have 
preferred to see some of the definitions 
included as part of the standard itself; 
but he regarded it as a generally reason- 
able standard, to be gradually developed 
towards the twin objectives of consistency 
and comparability. 

Dealing with the explanatory note to 
the proposed standard, Mr Davis em- 
phasized that ‘cost’ was defined as 
including all expenditure, overheads as 
well as direct, incurred in bringing stock 
to its present condition and location. The 
alternatives of ‘cost’ and ‘net realizable 
value’ must be compared on a ‘like with 


like’ basis, for individual items or homo- 
geneous groups; comparison only in total 
was an offence against the ‘prudence’ 
concept, since it could lead to setting 
foreseeable losses against unrealized pro- 
fits. The replacement cost basis was also 
unacceptable, as it led to the reflection 
of losses greater than those actually 
expected to be incurred. 

The definition of stocks and work in 
progress, said Mr Davis, was one with 
which he would find it hard to quarrel. 
Turning to the particular problems of 
long-term contracts, he mentioned the 
distortion of results which might arise 
if profit was taken only on completion; 
profit, he said, should be related to work 
done. Other points to be noted were that 
‘attributable profit? on such contracts 
should be related to work carried out to 
the balance sheet date and not during the 
current year, and that anticipated losses 
should disregard work done (if any) to 
date, and also profits on other contracts. 


Problem areas 


Amongst methods of stock valuation, 
‘base stock’, LIFO and ‘latest purchase 
price’ were all now considered for various 
reasons unacceptable for purposes of the 
proposed standard. 

Mr Davis outlined several specific po- 
tential problem areas arising from E D 6: 

Is the standard desirable? Of 347 
specific cases in the Institute’s 1970-71 
Survey of Published Accounts, only 235 
were already using ‘cost or net realizable 
value’. It might be thought that ED 6 
sought to impose an unacceptable degree 
of uniformity upon widely-differing in- 
dustries. 

Long-term contracts. There was a 
viewpoint, sometimes strongly expressed, 
that no profit accrued on contracts prior 
to completion. 

Taxation. ‘Though the Inland Revenue 
was believed to be taking a sympathetic 
view towards the proposed standard, its 
official attitude was not yet known. 

Replacement value and base stock 
methods. Though the standard regarded 
these as unacceptable, they had been 
traditionally used by certain trades for a 
number of years, and to that extent were 
well recognized. 

Ascertainment of cost. The notes on 
overhead allocation clearly left some room 
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for debate — particularly in the case of 
stocks held for maturing. 


Discussion 


On the question of whether the standard 
proposed in E D 6 was desirable, several 
members showed themselves disposed to 
question the fundamental point of 
whether the profession had any authority 
to impose standards on the business 
community at all. Though the Stock 
Exchange general undertaking for admis- 
sion of securities to quotation now 
included compliance with applicable 
standards, E D 6 if implemented would 
also take away the liberty of conscience 
of many directors and accountants of 
smaller, unquoted companies. 

Mr Jenkins read part of statement U 17, 
dealing with the auditor’s duty in cases 
of departure from standards. It was not, 
he said, a matter of taking away another’s 
liberty of conscience, but merely of 
requiring departures to be justified. 

Predictably, the provisions relating to 
attributable profit on long-term con- 
tracts provided a substantial area of 
controversy. 

Cases were quoted of one con- 
tracting company which refrained from 
any calculation of attributable profit 
until a contract was 80 per cent com- 
pleted, and of another which took credit 
for proportionate profits from the first 
month of the contract period; a ‘standard’ 
which could permit such wide variations 
of practice was no standard at all. 

One industrial member attacked the 
proposal to take credit for profits prior 
to completion as ‘folly’, drawing on his 
company’s experience in the construction 
of process plants which, he reminded 
the meeting, were unproved prior to 
start-up — sometimes with spectacular or 
embarrassing consequences. The defini- 
tion of a completed long-term contract 
as one on which no further work, apart 
from maintenance work, was expected to 
take place was an alarming concept, and 
nothing more than a pious hope until the 
last day of the agreed maintenance period 
had elapsed. 

Particular attention was drawn to the 
Duple Motor Bodies case ((1961) 40 ATC 
21), in which a member of the audience, 
Mr H. W. Sydenham, F.c.A., had been 
closely concerned. In consequence of this 
case, Mr Sydenham had been invited 
by the Council of the Institute to present 
a paper, ‘Some Considerations in relation 
to the Accounting Treatment of Stock- 
in-Trade and Work in Progress’, to the 
1961 Cambridge Summer Course of the 
Institute (The Accountant, October 14th 
and 21st, 1961). The chairman thanked 
Mr Sydenham for his contribution, and 
agreed that the ASSC’s particular atten- 
tion should be drawn to this paper. 
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The Institute of Chartered Accountants in England and Wales 


Presidential Elections 


Installation Speeches 


Š announced in last week’s issue of The Accountant and in 
the Council Notes on other pages in this issue, Mr D. S. 
Morpeth, T.D., B.COM., F.C.A., has been elected President of The 
Institute of Chartered Accountants in England and Wales. The 
new Deputy President is Mr E. K. Wright, M.A., F.c.A., and the 
Vice-President is Mr K. J. Sharp, T.D., M.A., F.C.A. 


Election of President 


Proposing the election of Mr Morpeth, Sir Henry Benson said: 

Mr President, I move that Mr Douglas Spottiswoode 
Morpeth be elected President for the ensuing year. ‘The method 
of election of the office-holders of this Institute is such that their 
curriculum vitae is fully reported in the professional press year by 
year as they pass to a higher appointment. I do not propose, 
therefore, to give you an account of Mr Morpeth’s achievements 
in the past as this has been well covered in the press. I hope that 
it will be repeated for the record in the professional press on this 
occasion. 

We do not, in fact, in this Council choose our Presidents on 
the basis of a dry account of past achievements. We choose them 
because they have proved during their period in the Council 
and as office-bearers of lower seniority to have the qualities that 
we want. 

The qualities that we need are well known, but they bear 
repeating each year on this occasion — integrity, decision, 
a natural power of leadership, a capacity to speak the English 
tongue — and all these Mr Morpeth has in overflowing measure. 

There are two other qualities which are not absolutely essential 
for a President but which are helpful. One is a sense of humour, 
which happily Mr Morpeth has in great measure; also he has 
a new skill which he only told me about himself this morning, 
and that is proficiency in the French language. He will no doubt 
demonstrate it to us later! 

It is because, Mr President, Mr Morpeth has these qualities 
which we need for a leader of this great profession, that without 
further ado I formally propose to the Council, and ask Mr 
Grenside to second, that he should be elected to this office for 
the ensuing year. 

Mr $. P. Grenside seconded the proposition which was carried 
unanimously and with applause. 

Mr D. S. Morpeth: Sir Henry, Mr Grenside 

‘La galanterie de l’esprit est de dire des choses flatteuses d'une 
manière agréable. 
In this year of decision regarding our entry into the Common 
Market, to you both who are vitally involved with our problems 
of Europe, the few words I have said in French will undoubtedly 
require no translation. 

Thank you, indeed, for the kind things you have said, and 
thank you, gentlemen, for the honour you have done me in 
electing me President. I am conscious that in succeeding Arthur 
Walton I have a great deal to live up to. You, Arthur, have 
handed over an Institwte re-united and confident of its position 
as possibly the leading and most influential accounting body in 


the world, and I think we can be confident, but not complacent. 

We are united in the determination that membership of our 
Institute should carry with it the hallmark of quality and 
excellence in whatever field of activity our members are called 
upon to play a part, and wherever they may be found. 

Gentlemen, we have a busy and important year ahead of us. 
The Special meeting in September will, I hope, result in far- 
reaching and greatly needed changes in our system of education 
and training. It will radically change the procedures for electing 
members to the Council, as suggested by the Special Com- 
mittee on Development Policy and will introduce facilities for 
reciprocal membership with the Scottish and Irish Institutes 
and with certain overseas bodies. Members should, I believe, 
welcome these as important developments for the future of our 
Institute. 

The reports of the working parties on district society organiza- 
tion and on the membership and functions of the Council and its 
committees will require implementation as soon as they are 
finally agreed by the Council. Examination of the report of the 
Special Committee has still to be completed in the light of 
comments from members and district societies. 

In addition to these, there are other matters of importance 
of which I should like to single out three. 

Firstly, the Technical Department has suffered a considerable 
additional burden as a result of the setting up of the Accounting 
Standards Steering Committee, the increase in legislation which 
is affecting our members in the tax — VAT and so on - the local 
authority audit, and other fields. The production of Accountants 





Mr Walton investing Mr Morpeth with the presidential badge. 
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Digests, authorized by the Council over two years ago, has been 
held up through lack of internal resources. This situation is being 
remedied and I expect to see this project go ahead this year and 
it will be of undoubted benefit to all our members. 

In addition to that, the Technical Department are now called 
upon to devote very considerable resources to the problems 
arising from our impending entry into the Common Market. 
This is a matter of the utmost importance for our Institute. 

So I believe that there is an urgent need to review the ob- 
jectives, the organization and the staffing of the department so 
that it can effectively cope with the increasing burden being 
placed upon it. I have already set in train such a review. 

Secondly, I believe that it is very important to the future of 
our Institute that members of all categories and ages should be 
encouraged to take an interest in and to take part in the activities. 
Mr Kenneth Wright has already been very active in encouraging 
members in industry in this direction. I believe that similar 
efforts are needed in relation to the small practitioner, both in 
industry and in practice. The Vice-President will, I hope, be 
promoting this during the coming year and as a result I hope 
that a much greater proportion of our members will be en- 
couraged to give something to their Institute and to partake of 
the benefits which it offers. 

Thirdly, I believe that we should continually keep an eye on 
developing trends in the economy and in society and their 
likely effect on our profession, and so try to anticipate events 
that we may be required to react to. To this end, I intend to 
explore with the Deputy and the Vice-President how best we 
can do this. 

Finally, gentlemen, I would like to say how important it is in 
this troubled era that we all strive hard with our members to 
maintain the qualities which make a profession — objectivity, 
integrity and responsibility. These are qualities which are 
sorely needed today. (Applause.) 


Election of Deputy President 


Sir Ronald Leach: Mr President, I have the privilege of being 
the first member of the Council to congratulate you on your 
appointment and I can assure you that it gives me the greatest 
personal satisfaction and pleasure to see you occupying that 
chair. I am sure all of us on the Council will do everything we 
can to support you during this important year. 

Mr President, the election of Deputy President rarely contains 
any surprise or drama, but the proposition I am about to make 
will I think be received by members of the Council with more 
than usual satisfaction and enthusiasm. 

I am not going to repeat all that was said about Mr Kenneth 
Wright’s talents and virtues when he was elected Vice-President 
a year ago, but I can say that after a year’s experience of all the 
work he has done for the Institute — the Vice-President’s job is 
a very arduous one — everything that was said at that Council 
meeting has been fully confirmed and we can look with even 
greater satisfaction to his service as Deputy President. 

There are just three of his many virtues that I would touch on 
very lightly. The first — I think it is very important — is that Mr 
Kenneth Wright has a very independent mind and he will 
never accept dogma or precedent without having a good look at 
it first. 

Second, I think you would agree that although this Council 
has produced many eloquent speakers, no-one has surpassed 
Mr Wright for his eloquence and his wit — and our officers have 
to do a good deal of talking during the year. 

Thirdly, and I think this is perhaps the most important, Mr 
Kenneth Wright has, and has always had, an absolute dedication 
to the work of our Council and our profession. 

Without saying anything more, I now propose that Mr 
Kenneth Wright be elected Deputy President for the coming 
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Mr Morpeth invests Mr Wright, Deputy President, with his badge of 
office. 


year and I will ask Mr Sayers if he will second that proposition. 

The proposition was seconded by Mr F. C. Sayers, and carried 
unanimously. 

Mr Kenneth Wright: Mr President, may I congratulate you 
on your election and I hope you have a very enjoyable year of 
office. Rather obviously, but nevertheless very sincerely, I offer 
you my loyalty and such help that it is in my power to give you. 

Sir Ronald — with his characteristically generous proposal — 
may I thank him for it and say that he has been a continuing 
source of encouragement to me. To you, Mr Sayers, thank 
you for seconding the nomination. It gives me very great 
satisfaction that it should be yourself, a notable representative of 
the growing number of chartered accountants in industry who 
are playing a substantial and important part in our affairs, who 
has seconded my nomination. 

To you, gentlemen, and those whom you represent, my 
thanks. I shall try to deserve your confidence. (Applause.) 


Election of Vice-President 


Mr C. Croxton-Smith: Mr President, I would like to add my 
personal congratulations to you and the Deputy President. 

Mr President, I have much pleasure in proposing for election 
as Vice-President the name of a member of Council which will 
give great pleasure not only to everyone on this Council but 
also to his many friends both within and without the profession 
up and down the country. Sir Henry has underlined the 
qualities we look for in our officers and I have no hesitation in 
saying that he has them in abundance. He was born on December 
29th, 1926; he was educated at Shrewsbury School and St 
John’s College, Cambridge, where he graduated in economics. 
He served in the Indian Army from 1945 to 1948 and then 
served a further 14 years in the Territorial Army commanding 
the Carlisle Battery of the Westmorland and Cumberland 
Yeomanry. 

Gentlemen, it is the name of Kenneth Johnston Sharp that I 
am bringing to you. For the record, he was articled to John 
Mungo Glaister of Watson & Son, now Armstrong Watson & Co 
of Carlisle — and served his articles, with interruptions for War 
service between 1945 and 1955. Ken, if you want to get it any 
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closer than that you have got to sort yourself out with 
Accountancy and The Accountant. (Laughter.) 

He became an FCA on February Ist, 1961, having com- 
menced practice in December 1955. He was elected a member 
of this Council on March 3oth, 1966, and has served on many 
committees of the Institute. 

Being Vice-Chairman of the Disciplinary Committee he was 
a speaker at the business session after the AGM in 1968 and 
gave a paper at the Oxford Summer Course in 1970. He has 
been President of the Cumberland Students’ Society and has 
been Honorary Secretary of the Cumberland Branch for ten 
years. 

Mr President and members of Council, I have the greatest 
pleasure in propcsing that Kenneth Johnston Sharp be elected 
Vice-President for the ensuing year and in asking Brian Maynard 
to second the proposition. | 

Mr Brian Maynard seconded the proposition and it was carried 
with applause. 

Mr K. J. Sharp: Mr President, Mr Croxton-Smith, Mr 
Maynard and gentlemen. May I first add my congratulations to 
those of the other members, to yourself and the Deputy President 
on your election this morning. 

I would also like to thank Mr Croxton-Smith for the kind 
words he has said about me - at first I thought there had.been a 
change of heart because I did not recognize myself ! 

Obviously, when one first stands here one is filled with a 
mixture of emotions. But I think that which is uppermost after 
the obvious feeling of thanks and appreciation is, why me? What 
is it that has caused this Council to select as its Vice-President 
a representative of the tribal areas of the North-west Frontier? 
The only conclusion to which I come in answer to this question 
which I have been asking myself is that perhaps we can under- 
stand the natives. (Laughter). 

I happily look forward to supporting you, Mr President, in 
your programme for the ensuing year and it is with particular 
pleasure that I heard you include in that programme mention 
of the smaller organizations both in practice and in industry. 
Never, I believe, has the fiscal and political climate in this 
country since the War been better suited for the development of 
the small firm. I believe it is our duty to bend our energies to 
the support of our members who are themselves supporting this 
vital sector of our profession. (Applause). 


Mr Morpeth concratulating Mr Sharp, the new Vice-President. 
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Vote of thanks to the outgoing President 


Mr W. B. Nelson: I have pleasure in moving that Mr Arthur 
Walton be thanked for his distinguished and devoted services as 
President. 


The Council is today joined in spirit with all those who have 
worked with Arthur Walton during his most successful and 
devoted presidency. This has been a happy year for the Institute. 
We have rejoiced in the sure-footed mind of the President; the 
way in which he has kept his fears to himself and shared his 
courage with his friends; his constant, honest and sensitive 
commonsense. 


For three years, now Arthur Walton’s life has been enmeshed 
with the life of the Institute. He has scarcely dared to blow his 
nose without thinking (a) is there time? (b) will this be mis- 
understood over the border?; and (c) after January 1st, and the 
Brussels Directives, will I ever be able to do it again? The 
President has had a most hard-working year. Our search for the 
full theological content of Recte Numerare has continued and 
much progress has been achieved. 


I used to think that the passionate concern of the Institute 
here was best exemplified by our own annual accounts. Under 
Arthur Walton’s presidency, the search has gone wider and now 
permeates the whole life of the Institute. I made inquiries about 
statistics on presidential journeys and I learnt that in this 
country the President had spent 94 nights away from home, but 
that nights spent in a sleeper do not count as nights away from 
home! That great tradition goes back to the days when the 
Hon. George Colville was Secretary here and the corridors of 
Moorgate Place re-echoed with that clarion call “St George for 
England: St Pancras for the North’, so that a Mancunian safely 
reaching St Pancras — or nowadays Euston — was deemed to 
have arrived home. 

I am not sure that Mrs Walton would agree. How immensely 
indebted we are to Mrs Walton for the way in which she, too, 
has represented the Institute and for the way in which she has 
spared Arthur Walton for the service of the Institute, sustaining 
him in health and heart. And how indebted we are to Arthur 
Walton’s partners, office colleagues and indeed clients for 
sparing him for the service of the whole profession. 


The retiring President has suffered from one disadvantage 
throughout most of his life. He and I went to the same school — 
a school with a motto devised by the first headmaster, a century 
or more ago, who forgot to translate. Successive generations of 
Leysians have wondered what In Fide Fiducia really meant. 
Having worked with Arthur Walton, I know now what being 
faithful in the faith means. We have rejoiced in his leadership 
and companionship. He is a good man and he has done good 
things. We are profoundly grateful. 

The resolution was seconded by Mr D. A. Clarke and carried 


with acclamation. 


Mr Arthur Walton: Mr President, may I wish you and your 
fellow officers all good fortune in the year ahead. To you Mr 
Nelson, and you Mr Clarke, what can I say but ‘thank you’ — 
you have been all too kind. In the light of your revealing remarks 
I feel rather like an exposure draft. (Laughter.) 

It has been an honour to serve the Institute as President and 
I am more than grateful the opportunity to so do has been 
given me. Whatever has been my contribution I could wish 
it had been greater. To all those who have helped and en- 
couraged me — fellow members of Council, my own District 
Society, many a member in the length and breadth of the land 
and overseas, the Secretariat, both high and low — to one and all 
I am beholden. I do not forget the support of my firm and my 
family. You were good enough to refer to my wife, Mr Nelson. I 
am pleased to share your appreciation. To you and to you all, 
once more my thanks. (Applause). 
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The Accounting Panorama 


Presidential Address at the ICMA Annual Meeting 


t THE 53rd annual general meeting of The Institute of Cost 

and Management Accountants was held in London last 
Saturday, when Mr A.W. Howitt, M.A., F.C.A., F.C.M.A., J.DIP. 
M.A., was elected President for 1972-73. The Vice-Presidents are 
Mr C. A. Herring, B.sC.(ECON.), F.C.M.A., J.DIP.M.A., and Mr 
D. E. Edmonds, FCMA. 


Presidential address 


In the course of his address the outgoing President, Dr James 
M. S. Risk, B.cOM., C.A, F.C.M.A., J.DIP.M.A., F.C.1.S., F.B.I.M., 
F.INST.A.M., M.I.M.C., said: 


In any review of the ‘Account- 
ing Panorama’ it is not easy to 
be factual or concrete without 
referring to the organizational 
problems facing the profession in 
1972. It is necessary to refer to and 
make comments on the activities 
and position of other accounting 
bodies. It is hoped that what I 
have to say will commend itself 
to their members and may be 
conducive to better understanding 
among them. It is also my desire 

d to make it abundantly clear that 
the views I express are mine alone and are not necessarily shared 
by my colleagues on the Council of the Institute. 





Size of the profession 


It is fifteen years since I had the privilege of presenting a paper 
to the annual conference of the then Chartered Institute of 
Secretaries under the title of “The Accounting Panorama’ and it 
has been instructive to read over what I said in 1957. 

Drawing on the statistics I gave fifteen years ago, one may 
note that: 


thousand 
Chartered and Incorporated Accountants numbered 377 
Certified Accountants A PR D E 9'9 
Municipal Treasurers and Accountants .. T EM, 
Cost and Works Accountants a EN zg 5°4 
(Note: figures as at end of 1956) .. > A, ER 





Students of these bodies just topped the 40,000 mark, giving 
a total of some 96,000 persons within the ambit of the profession, 
though no adjustment has been made for duplicate memberships. 

What is the position now? Using the most recent information, 
as provided by The Accountant (July 1st, 1971), the statistics 
at the end of 1970 may be compared with the above data. 











1956 1970 Increase 

000 ooo 000 % 
Chartered | ZS 37°7 60:6 22°9 61 
Certified xs ics a 9'9 13'0 Sey 31 
Municipal ë. F K 2°8 5'8 dë 107 
Cost and Works 8 Se SA II'4 Go: IiI 

558 goð 35:0 63 





Statistics of the student population are not given in The 
Accountant which does, however, give the new registrations. 
For the chartered bodies, there were 5:2 thousand new students, 








while the other three bodies registered 11-6 thousand new 
students, a total of 16:8 thousand new aspirants to join the 
profession in a single year. | 


Growth of the ICMA I 


The rate of growth of The Institute of Cost and Management 
Accountants stands out still more vividly if one examines the 
data given by The Accountant as at the end of 1949 and 1970, 











1949 1970 Increase 

000 000 000 yA 
Chartered ! Go 28:8 60:6 31°8 110 
Certified ai w. % 77 I3:O 5°3 69 
Municipal oe ‘is 9 1'8 EN, 4o 222 
Cost and Management d 2-7 LIA San 869322 

4170 ooch - 499 Gi 














It will be noticed that the largest rate of increase has been 
in the field of those qualifying through the ICMA. Surely 
this suggests that industry has realized the value of our special 
expertise and examination syllabus? 


New groupings ? 


In view of the interest which has been given expression as to the 
possibility of a closer connection between The Association of 
Certified Accountants and the ICMA, one may note that if one 
excludes the Municipal Treasurers and Accountants, the 
combined strength of the ‘Certified’ and the ICMA would be 
24:4 thousand compared with 60-6 thousand CAs. However, as 
it is believed that over half the chartered accountants do not 
practise public accountancy (and allowing for some certified 
accountants being in public practice) there are probably some- 
what over 50,000 qualified accountants in industry, commerce, 
government, etc., services, compared with a figure of the order of 
30,000 in public practice. 

It is unfortunate that annual figures are not automatically 
available from the annual reports of each body showing the 
number of members doing public accountancy work (whether 
as partners or employees) and the number engaged in other 
fields (one figure only). Until such information is to hand, there 
will continue to be inadequate data on which to assess the most 
relevant education and training for accountants in general. 
However, one should not forget that some would say that the 
experience in the office of a public practice accountant is of 
value even though there was an intention to leave such work 
immediately on qualifying as an accountant. Perhaps we may 
hope that Professor David Solomons will collect this information 
in the course of the inquiry he will be starting on July 1st, 1972, 
into the need for accountants in the United Kingdom and their 
training in the future. 


Odd bedfellows ? 


Back in 1957 a suggestion in The Times that the Institute might 
team up with The Association of Certified Accountants did not 
appear rational to my mind in view of the very dissimilar 
syllabuses of study. For example, industrial and commercial 
knowledge, etc. (what to-day one would probably call ‘manage- 
ment’ subjects) attracted two hours of examination for As- 
sociation candidates compared with nine hours for our own 
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students. Similarly accountancy, including cost and management 
accountancy, and statistics took up 174 hours for the Association 
compared with 27 hours for ICMA students. 

On the other hand the Association, as one might expect 


of a body which had obtained recognition under section 161 of 2 
the Companies Act, had 19 hours of law, taxation and auditing ` 


against only two hours for the ICMA. 

Finally, the Association had some four and a half hours on 
economics compared with two hours for ICMA students. 

These striking and marked differences caused me to use the 
caption ‘Odd Bedfellows’ in referring to the suggestion in The 
Times. Moreover, there were very wide divergences within the 
group of subjects dealing with accountancy. 

Today the position is substantially different. The Association 
has published an exposure document which parallels the 
ICMA draft ‘1975’ syllabus issued in August 1971 to some 
700 universities and other colleges. Certainly the Association 
has retained certain subjects which do not appear in our own 
proposals, such as auditing and rather more law, but it would 
not seem beyond the reasonable bounds of possibility to foresee 
a common syllabus for perhaps 80 to go per cent of the total 
hours, combined with one or two alternative groups of subjects 
according to which stream of the profession a student had in 
mind. 

Of course, there will be those who may feel that the ICMA 
should not become involved in any arrangement which either 
adulterates the pure stream of management accountancy or 
which in any way weakens the thrust towards wider recognition 
of the need for and use of scientific methods of cost and manage- 


ment accountancy. 


What of the future ? 
Those who would hope to see a single united. profession may 
have to wait longer than might have been thought before 
August 14th, 1970 when the members of the English Institute 
rejected the integration proposals. Even at that, there would 
still have been three separate institutes. If a union of the As- 
sociation and our Institute should come about, and with the 
IMTA holding its position as a relatively small independent 
chartered body, there would still be five independent entities. 
Would some form of permanent and continuing machinery 
for co-operation be created? 


Co-operation among the Institutes 
There is already a substantial and growing degree of co- 
operation among the Association and the five Institutes. For 
example, for a good many years there has been the Board for 
the Joint Diploma in Management Accounting Services, while 
the Accountants’ Joint Parliamentary Committee is of long 
standing. Thirdly, we have the Joint Standing Committee for 
Degree Studies and the Accountancy Profession, which goes 
back some thirty years. 

A more recent arrival on the scene is the Advisory Board for 


- Accountancy Education, with the Joint Standing Committee 


under the able chairmanship of Dr C. F. Carter, Vice-Chancellor 
of Lancaster University. He is also chairman of our Degree 
Liaison Committee and I wish to pay tribute to his valued 
interest in the affairs of our Institute. 

Finally let us take note of the increasing efforts of the Ac- 


counting Standards Steering Committee. 


It would seem that at least a process of evolution is under 
way. If the Councils of the bodies considered that something 
further could be fruitful, might one not see some consultative 
committee of representatives from all the accounting bodies 
and, to boot, from the Institute of Chartered Secretaries and 
Administrators? Such a committee — or council, perhaps, in 
course of time — could at, least provide the means of publishing 
recommendations and other documents under an imprint of the 
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profession as a whole. The autonomy of the separate bodies 
would remain but much good could come from having ma- 
chinery through which the profession would speak on matters 
which had been agreed as of importance and of common 
interest. 


The development of accountancy 


There is a record of accountants being in existence over some 
thousands of years. For example, over 3,000 years ago, in 
Egypt, there was one Woserhet, ‘accountant of all good things 
of the house of Nebmaetre’ and reference is also made to 
Harnefer ‘accountant scribe of the gold’. (perhaps the forerunner 
of the company treasurer?). Not so distant in time is the work o 
Luca Pacioli, to whom is credited the propagation of doubl 
entry book-keeping in the 1490s. 

So we are nearing the quincentenary of the arrival of double 
entry book-keeping — five hundred years of service and stag- 
nation? For while the device has been of very great service and 
still is, nevertheless it has blocked men’s minds to the possibility 
and need for other statements in monetary terms. 

The double entry method finds its expression in the form of 
a trading and profit and loss account and balance sheet. The 
very term profit and loss indicates its mediaeval origin. We 
were dealing then with the accounts of traders, merchant 
venturers. They had transactions with a variety of other in- 
dividuals and the accounts reflected the results of their ventures 
and transactions. The last three words provide a key to the 
distinction which grew up between what were called financial 
accounts and cost accounts, but which I should prefer to rename 
TRANSACTION ACCOUNTS and MEASUREMENT ACCOUNTING. 

The former record transactions between two parties based 
on agreed values; e.g. the selling price per unit of goods or 
the agreed weekly rate of pay for some employee. Once the 
bargain has been struck, the value is known. There is no need 
for measurement. On the other hand, measurement accounting 
should be a tool of economic management in all cases and of 
profit management for those sectors of our national affairs 
engaged in business. 

This distinction brings one to query whether the traditional 
forms of accounting statement which may be adequate for 
transaction accounts are also adequate for measurement 
accounting. 

The answer must surely be a resounding ‘No’. 


One statement inadequate 

For many years I have said that one form of accounts is in- 
adequate for all purposes. I cannot do better than quote from 
the paper I presented to the Institute’s Tenth Summer School 
in 1959. Two of the main conclusions were: 

‘One of the main purposes of accountancy is to compare the 
cost of resources used up with the value set by the community 
on the goods and services produced. 

‘If confusion is to be avoided and progress made in the 
technique of accountancy, each accounting statement should 

` be designed to serve one purpose only. This point is of funda- 
mental importance. 


‘Inflation 


nother main conclusion of the paper just mentioned was that 
financial policy is a matter affecting the future. A financial 
lan should be prepared for several years ahead. Financial 
rudence should find its expression in the Appropriation Ac- 
ount’. This leads one seriously to question much which is being 
said and written on the topic of inflation. 

The meticulous and painstaking analysis of the date of 
purchase of fixed assets and of what it would cost to replace 
them at today’s prices assumes that the particular asset will in 
fact be replaced and that it will be replaced by an identical 
one. This is certainly not always the case. 
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A further important point is that technical progress occurs 
over a period of time and has most certainly been evident 
during this century. For example, a publication of the American 
Management Association describes the technical progress 
achieved in thirteen common types of machine tool. The 
conclusion is that over a period of some 12 years their pro- 
ductivity has on average doubled. In some cases the gains 
were truly remarkable. This point - i.e. technical progress — 
has been ignored by almost every writer on replacement costs 
and depreciation. 

One can (if one chooses) update prices, but one cannot 
back-date technical progress. One cannot finance the future 
by falsifying the past. The trader’s maxim of ‘buy cheap and 
sell dear’ applies also to plant and machinery. If you can produce 
good products today on a ten-year-old machine at a competitive 
cost, then profit should result. You are doing well. But no one 
has said that automatically you will continue to do well in the 
future. Success in the past is no guarantee of success in the 
future. There is no hereditary right to profits. 

The profits of the future have to be earned by the decisions 
made day by day for the benefit of the future. 


the future 


Inflation affects individual assets and it affects a business as a 
whole. If a building is saleable at a figure above its book worth 
and can be sold, without destroying the business of which it has 
been part, then why not sell it? Is it perhaps hoped that by 
retaining it a bigger profit will be obtained in the future? If we 
retain it, it is equivalent to investing its present saleable value 
for the sake of the potential future profits. So we have the 
three aspects of time: PAST, PRESENT and FUTURE. One should 
always distinguish these aspects — they are frequently confused. 

So too are the concepts of cost and VALUE. For example, to 
suggest that because a machine tool may cost twice as much to 
replace in ten years’ time and that therefore the present book 
worth should be increased is to betray a magnificent confusion 
= the five key aspects of cost and value; past, present and 
uture. 


What should one do? 


Granted that today's group of shareholders in a company would 
like the purchasing power of the company’s equity to be main- 
tained, what is to prevent the directors of a company from 
earmarking a part of the year’s profit (if there is any) to cover the 
drop in the purchasing power of money during the past twelve 
months? I believe that Mr L. Wilk, D.F.C., M.A., F.C.A., was the 
first to make such a suggestion, in a research study published by 
The Institute of Chartered Accountants in England and Wales. 

Following the line suggested by Mr Wilk, I would propose 
that a company should assess the rate of inflation experienced 
in the year and apply it to the opening balance of shareholders’ 
funds. The resultant figure would then become a first charge 
on the taxed profits of the year. Of course, in some cases, it 
might be that there would be insufficient profit to cover the 
inflation element, or insufficient to continue to pay the same 
rate of dividend as in the previous year. 

Should for any reason the total purchasing power of the 
shareholders’ funds not be maintained in the way suggested, a 
memorandum statement would show the extent of the deficiency 
so that it could, if possible, be made up in a subsequent year. 

What would be the effect of such a procedure? Would 
dividends fall? Or may the present dividend cover just be 
sufficient to match the inflation requirement? If there is ad- 
ditional profit retained in the business, over and above the 
inflation factor, should the extra sum be amalgamated with the 
general body of funds, or should it be segregated? Each pound 
retained for whatever reason would generate the need to earn 
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at least the following year’s rate of inflation (assuming that 


inflation will arise for ever after). 
There are many questions to be answered before any hard 


and fast rule was permitted to become mandatory. 


“Supplementary statements 


I hold that annual statements should include a profit statement 
and a statement of financial position based on actual results as 
recorded. 

Additional statements should also be published. This has 
already happened in the case of those companies which provide 
a statement showing the movement of funds. No doubt this will 
become standard practice in the course of time. 

In addition, I would expect it to become commonplace to 
show the current market value of saleable properties — land 
and buildings, preferably separating land from the other when 
this can be done. If there is an increment in market value over 
book worth, the difference would be added to the shareholders’ 
net worth so as to show a new net worth per share figure. For 


example: 


Net worth per share per balance sheet e S 3°2 

Add: market value increment of saleable land and 
buildings .. tis š. dp d ¿< I'3 

Hypothetical net worth per share 4'5 


— 


The tables of results and position for a number of years 
provided along with the published accounts merit further 
investigation with a view to achieving as high a degree of 
uniformity of content and presentation as possible. No doubt 
there will be a number of exceptional cases and additional items 
may be relevant in some cases. However, much could be done 
without great difficulty. 

Items which I should like to see in the tables would be the 
rate of return on the average net assets employed year by year; 
also the rate of profit (before interest or tax or dividends) to the 
annual turnover; and in addition the turnover divided by the 
net assets figure to show a percentage ‘capital turnover’. 

E.g., Profit £20 Net assets {100 Sales turnover £200 

Hence 20 per cent return = Io X 200 per cent. 

In a number of types of industry, a single year is not a long 
enough period on which to gauge the financial success of the 
company. Accordingly — say in the construction industries — a 
three-yearly moving figure of profit would be helpful in showing 
the underlying trend, even though it would be running one 
year in arrears. For some purposes, a five-yearly moving average 
might be more appropriate. 

It is recognized that inflation tends to show a company’s 
sales and profits increasing from year to year even though the 
physical volume of business has not increased. Accordingly, 
as an additional item it would be helpful to show the sales and 
profit figures adjusted for price level changes; thus the rise (if 
any) in the physical volume of business done over the years 
would become clearer; likewise the trend of profits. 

Similarly, if the physical assets (stocks of all kinds plus fixed 
assets) were treated in the same way, the growth in the under- 
lying physical support for the company would be shown without 


¿z the effect of inflation. 


Conclusion 

There is at the present time greater scope than ever for the 
development of accountancy once the shackles of the double 
entry system are broken. Accountancy has now developed into a 
field of knowledge in its own right. It is no longer the hand- 
maiden of the legal profession. Needless to say, management 
accountancy (or measurement accountancy as I have suggested 
calling it) is no longer a so-called specialized offshoot of financial 
(De, transaction) accountancy. Management accountancy now 
stands in its own right. 7 
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Who Does Which, and with What, and to Whom? 


by M. G. WRIGHT, B.Com., A.C.C.A., F.C.I.S. 


The attention currently being paid by the profession to the presentation and content of 


financial reports is a 
current practice. 


A BER of spectacular business failures and financial 
scandals has led many to question the efficacy of the 
present reporting structure. Much of this arises from a 
fundamental misunderstanding of the basis of value 
attached to balance-sheet items, and a feeling that account- 
ing ought to be an exact science. But there is nevertheless 
a residue of truth in many of the criticisms that have been 
levelled against the profession. ' 

The proximity of this country’s accession to the Treaty 
of Rome adds a further ingredient to the discussion, as 
continental practice provides a much more rigid framework 
for financial report presentation. Whether such a rigid 
framework would be detrimental to the function of financial 
reports in conveying information is something which 
requires serious consideration. 

It is not inopportune, therefore, for there to be a wide- 
ranging discussion on the nature and role of financial 
reports at the present time. The fundamental issues that 
should be debated are: 


(a) For whom are the reports to be prepared? 
(b) Who is to be responsible for their presentation? 


= (c) What functions should the reports be designed to perform? 


(d) What is to be the basis for their preparation? 


Most of the debate so far has been conducted by the 
profession. This is a pity, since accountants are only 
one of the sections of the community that are directly 


BC Management, shareholders, and investors gener- 


ally are all also directly involved in the process, and there 
is an indirect interest on the part of the State and other 


/external organizations. A reporting framework, if it is to be 


effective, must reconcile all the interests of those concerned, 
or if this is impossible, to clearly define the basis and func- 
tion on which it has been devised so that misunderstandings 
can be avoided. 

Historically, financial reports have been based upon the 
need for some form of accountability where there is a 
division between the ownership and the management of 
funds. Within this framework the financial report is a 
stewardship account to the owners—in the corporate 
context, the shareholders. As such it has in essence remained 


_ a historical record of the company’s activities. 


Increasingly, however, shareholder decisions are being 
based not upon a backwards-looking view of corporate 
results but upon a forward assessment of future potential. 
Indeed, one must begin to consider the relationships not 
only between the company and its existing shareholders, 
but also with potential Shareholders. As a part of its financial 


measure of the concern felt by many people about the validity of 


judgement related to the acquisition of funds for use in the 
business, management cannot avoid considering the image 
that the company presents to the financial community as a 
whole. 

Other persons will also be interested in the financial 
report. Creditors in particular will examine it for evidence 
of the security of the moneys they are owed. From their 
point of view, the realizable values of assets which are 
available to meet their claims are all-important. The 
Inland Revenue will be looking at the report to ascertain 
what is a proper assessment of profits on which tax can be 
levied. ty 

There is no clear identity of interest between the 
different groups mentioned. In fact, very often the financial 
statement presentation requirements may be quite at 
variance with one another. Attempts to satisfy the needs of 
all may result in reports which satisfy neither. 


Whose responsibility ? 


As a stewardship report, the responsibility for its prepara- 
tion would be that of management. It is the medium by 
which management is accounting to the owners for their 
actions during the period covered by the report. Manage- 
ment is responsible for its accuracy, and the role of the 
auditor is that of checking on that accuracy on behalf of the 
general body of shareholders. 

In distinction to this view, that the financial report is one 
by management, is the view that financial reports are 
reports on management. What shareholders and others 
need to know is how well management has performed 
during the period under review. If this view is accepted, 
it at once becomes illogical for management to have 
responsibility for their preparation; what is required is an 
independent and impartial report which management could 
not unduly influence. 

These are in many ways irreconcilable viewpoints. The 
attempts that have been made to resolve such conflicts 
have been centred on defining what are ‘generally accept- 
able’ accounting principles. This is not wholly acceptable 
since the accounting principles must be related to the 
function of the reports themselves. From whose point of 
view will the principles adopted be generally acceptable — 
shareholders, management, or creditors? 

Most of the action to define what are generally acceptable 
principles has come from the accounting profession. But 
is this right? If the responsibility for the preparation of 
financial reports is laid at the door of management, should 
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not they have a major say in what are acceptable standards — 
and has adequate provision been made for their point of 
view to be heard? 

This question is much more than an academic one. If one 
takes the view that financial reports should use criteria 
of soundness based upon judgements of managerial 
effectiveness, then the accounting standards that are 
adopted must themselves be related directly to the mana- 
gerial plans, decisions and control which they reflect. ‘This 
can only be done if management is itself directly involved 
in defining those standards. There is, then, the further 
difficulty that if someone other than management is 
called upon to prepare the report, how can they adequately 
reflect the complex structure of objectives, plans and 
decisions in a modern business? 

Management may quite properly plan corporate activities 
to present a smooth pattern of earnings rather than one 
which would be much more irregular. At what point does 
such planning cease to be desirable and become an un- 
desirable activity of manipulating earnings to cover 
managerial deficiencies? 


Function of financial reports 


Views of the function of financial reports will reflect the 
diversity of people who prepare and make use of them. 
No doubt creditors of a company would see the function 
of the balance sheet as displaying the worth of the company 
as security for moneys owing. The real problems of 
balance sheet preparation would therefore be those of 
valuation within the particular needs of the user. Manage- 
ment and investors, however, see the accounts as perform- 
ing quite different functions. 

Management. As they have developed from purely 
stewardship statements, financial reports have become 
more measures of performance, whatever the yardsticks 
are that one might use in the process. As such they should 
begin to follow through some of the managerial processes 
that take place. 

Performance can only be judged by comparison with 
some predetermined standard. Management frequently 
adopts a system of goals and sub-goals against which it will 
judge internal operating performance, but rarely are such 
values disclosed to the outside world. It was interesting 
to see the recent publication by Norcros of the outline of 
its profit goals and long-term strategy and it is to be highly 
commended for this development. Not only are investors 
now cognizant of what management is trying to achieve 
but they now have the capacity to make some judgements 
as to how well management performs in the long run in 
reaching the values projected. 

If we see the financial reports as a medium for reporting 
on corporate performance, management will want to see 
that such reports adequately reflect what they are achieving 
not merely in relation to short-term effects, but also the 
long-term potential. There are likely conflicts here, for 
example, in the treatment of research and development 
expenditure in the reports. 

Investors. Investors have a rather different problem; 
in a sence, they are less interested in the historical record 
of the company than in its likely future performance. 
Their investment strategy will be based upon a prediction 
of future earnings patterns for a range of companies. To 
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them the function of the financial report will be that of a 
basis from which they can project into the future. 

The adoption of this concept of the function of reports 
would require considerable re-thinking about the tech- 
niques used in their preparation. Such techniques would of 
necessity be those which would help most in establishing 
future trends. The historical data concept would become 
less relevant and instead one would probably be concerned 
to a greater degree with economic concepts of income and 
value, e.g., the use of replacement costing. 

In some quarters it is advocated that what the investor 
requires is a statement of the value of the assets which 
are employed in the business, and that profit can only be 
adequately determined by measuring the changes in those 
values over the accounting period. In such a situation the 
auditor would be required to assume the function of a 
valuer. 

The auditor. Some of the questions raised impinge 
directly on the functions of the auditor. Is his traditional 
role of reporting upon completed transactions to be changed 
in any way, and if so to what extent? If he is to be required 
to adjudicate upon the success or otherwise of management 
performance, or to express opinions upon the future values 
employed in the business, this would require a significant 
reappraisal of his duties. 


Basis for financial reports 


The likely answer to the question, ‘What basis should be 
used in report preparation?’ is that of ‘generally accepted 
accounting principles’. ‘This has already been referred to, 
but if reports are to be more biased towards reporting 
upon management effectiveness, then management should 
clearly have a hand in defining what is acceptable. 

Rigid accounting principles, if adopted by the profession, 
may well come to have an influence upon the process of 
management itself. If, for example, proposals for dealing 
with mergers and associated companies are structured in 
such a way that they effectively define what management 
can and cannot do in given circumstances, is not the 
profession assuming a role which properly belongs to the 
Legislature? We come back to the view that accounting 
principles should be generally acceptable not only within 
the profession but also within the whole community who 
are affected by financial reports. ` 

For a variety of reasons, a number of changes in the 
fundamental nature of reports is already under way. In 
this country there is a strong movement towards replace- 
ment accounting and the use of economic values rather 
than historical values. 

This is a choice forced upon the profession and man- 
agement alike by the relentless impact of inflation. It is 
nevertheless a change in the historical basis for account 
preparation. In the United States, the Accounting 
Principles Board has agreed to examine the valuation of 
equity investments with a view to their inclusion in reports 


at market value so that changes in value during the year, . ` 


— 


whether or not realized, will be treated as income for that 
year. Such a valuation basis, if adopted, would introduce a. 


quite revolutionary element into profit computation. 
If reporting upon management performance is seen to; 
be the function of reports, then one must consider how far: 


this is to be taken. Management is gdod or bad not only: by ` 
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commission but also by omission. Is the auditor to be 
called upon to examine what might have been done rather 
than what was done? Would he in fact be competent to make 
such a judgement? 

Whatever point of view one adopts about reports, there 
is a valid argument in this more sophisticated age that the 
basis for preparation of accounts should be closely allied 
with the management processes of policy formulation, 
strategy and control. In this sense the report to the owners 
would become more an extension of the internal accounting 
processes which themselves will have been structured for 
managerial purposes. 


Future action 


Before the profession irretrievably commits itself to a rigid 
set of accounting principles, some thought should be given 
to defining the fundamental nature of the financial report 
and what it is seen to be providing for the interested parties. 
Since it cannot be all things to all men, one basis should be 
adopted — designed to serve what is ascertained as the most 
important of the functions — and this basis should be clearly 
outlined publicly so that misunderstandings are avoided. 


- Tw ssible lines of further action are outlined’ by 
Walter E. Frese and Robert K. Mautz in an article entitled 
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‘Financial Reporting - By Whom?’ which appears in the 
March-April 1972 issue of the Harvard Business Review. 
One is for corporate management to set up an independent 
review panel with the function of grading reports and 
would serve as a sounding board for policy matters; this 
board would operate on a nationwide basis and in effect 
act as a self-disciplining body for industry and commerce. 

The other line of action would involve some change in 
emphasis in the role of the auditor. Instead of joining with 
management in presenting a set of accounts which perhaps 
represent the best compromise between conflicting views, 
the presentation of the report should be left entirely to 
management, who should be encouraged to set out their 
view of what is a fair statement. The auditor would then 
have the task of reviewing that report and himself reporting 
on it to the shareholders. In this way the shareholders 
would receive statements of the independent judgements 
of management and auditors alike and be allowed to make 
their own assessments where the two views diverge. 

In such a situation, qualifications to the auditor’s report 
would become commonplace rather than the exception; 
but recipients of the reports would at least have had a 
chance of hearing the real views of both parties and not 
have them hidden in some compromise presentation. 











Taxation 
Case 





James v. Pope 


In the High Court of Justice (Chancery Division) 
March 2oth, 1972 


(Before Mr Justice UNGorD-THoMas) 


Back duty — Capital statement — Taxpayer's health precluding 
explanation — Whether statements raised prima facie case — Effect 
of taxpayer’s inability to explain — Whether receipts from company 
were remuneration — Whether a case of wilful default — Income 
Tax Act 1954, section 47 (1). 


Down to October 31st, 1956, the taxpayer carried on business 
as a dealer in agricultural implements, and on the following 
day the business was transferred to a company in which he, his 
wife, son and daughter held all the shares. In 1961 the taxpayer 
severed his connection with the business, and in 1964 he had 
coronary thrombosis, a minor stroke, hardening of the blood 
vessels and high blood pressure. In 1965 the accountants of 
the business informed the Inspector of Taxes that they had 
been instructed by the taxpayer to make a voluntary declaration 
‘that certain moneys received by him in 1950 may have in- 
cluded takings of his business . . . and that such takings may 
not have been included in the accounts submitted for taxation 
purposes . . . Inquiries are being made by us with a view to 
ascertaining the origin of these moneys’. Three weeks later the 
accountants sent to the Inspector of Taxes a copy of a private 
current account of thé taxpayer showing cash payments-in 


totalling £2,500 in April 1950 and £2,000 in the following 
month, and payments-in of cheques totalling £1,900 in 1956; 
and that in May 1961 all the money so paid in was paid out by 
two cheques leaving nothing in the account. 

Subsequently the Revenue with the co-operation of new 
accountants of the taxpayer prepared capital statements showing 
his receipts and expenditure for each of the relevant periods 
corresponding to those of the business accounts. The state- 
ments disclosed unidentified receipts amounting to £14,869 
from 1946-47 to 1960-61. The statements were admitted by 
the taxpayer to be accurate subject to two points: (i) that some 
items contained substantial amounts which were estimates; 
(ii) that the taxpayer’s memory had failed because of the 
breakdown in his health, and prevented him from providing 
explanations. 

Assessments were made on the taxpayer under Case I of 
Schedule D for the years 1946-47 and 1955-56 and under 
Schedule E for the years 1956-57 to 1960-61. It was contended 
for the taxpayer that the capital statements could not be treated 
as establishing a prima facie case of undisclosed income nor of 
wilful default in making the income tax returns; that the state- 
ments did not by themselves entitle the Revenue to make assess- 
ments in respect of the unexplained receipts; and that the 
Revenue had to prove that the unexplained receipts were receipts 
of income. It was contended for the Revenue that the capital 
statements, for the accounting periods down to October 31st, 
1956, showing the unexplained receipts raised a prima facie 
case of undisclosed income and of wilful default by the taxpayer 
in making his returns; that the Revenue thus became entitled, 
with the evidence as a whole, to make the assessments under 
appeal; and that the unexplained receipts of the taxpayer for 
the periods subsequent to the transfer of the business to the 
company were for the same reasons assessable as amounts of 
taxable remuneration. The General Commissioners decided in 
favour of the Revenue. 

Held: the General Commissioners were entitled to find as 
they had done on the evidence as a whole, taking into account 
the taxpayer’s inability to explain the receipts in question. 
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Computer Bureaux Can Help 
with VAT Accounting 


by R. A. WILKINSON, A.C.A. 


Chief Accountant, Baric Computing Services Limited 


Major changes will be necessary in the accounting systems of more than one and a half 
million organizations as a result of the introduction of value added tax. Even those 
companies accustomed to handling purchase tax will find that VAT presents a considerable 


burden. 


The volume of work to be undertaken will be far greater than that which had to be done 
last year to effect the change-over to decimal currency. The problems presented by 
decimalization were of a transitional nature, which, when solved, made accounting more 


RANSITIONAL problems arising from the intro- 

duction of VAT will be more acute than those posed 
by decimalization, primarily because there will be a shorter 
period of time (between now and April 1973) in which to 
resolve them. It will also mean that more work- 
calculation of VAT amounts, analyses of purchases and 
sales — will be necessary on a regular basis after the intro- 
duction of VAT. Thirdly, further changes can be expected, 
particularly in tax rates, which will have to be implemented 
virtually overnight. 

Hence it is clear that VAT will strain the accounting 
systems currently operated by most organizations. The 
business at present on a manual system will have to 
decide whether the extra book-keeping load will necessitate 
the introduction of some form of mechanization or outside 
help. Organizations already using mechanized invoicing and 
accounting equipment may find that it cannot provide all 
the additional information required. They will be faced 
with the alternative of improving and extending their 
present equipment, replacing it with a small computer or 
using the facilities provided by a computer bureau. 

Any company choosing the latter course should be able 
to obtain a computing service which incorporates the VAT 
requirements outlined in the following paragraphs. 


Sales invoices 


Greater detail will be required on sales invoices and con- 
sequently these documents will have to be redesigned and 
reprinted before the introduction of the new tax. In some 
cases at present, invoices only show the part or reference 
numbers of the goods concerned but, in future, to satisfy 
HM Customs and Excise, a description of the goods and 
the suppliers VAT registration number will also be 
necessary. 

The VAT rate applicable to each item and the actual tax 
charged will have to be shown on every invoice. If all items 
are charged at the same rate this could be shown as an 
additional item at the bottom of the invoice. As changes in 


simple. 


tax rates are inevitable, a more flexible approach is the 
addition of two extra columns on each sales invoice. One 
will show the VAT rate applicable to each item and the 
other the actual tax charged. 

The calculation of invoices will become more complex, 
not only because of the presence of VAT and the possibility 
that more rates may be introduced, but also because the 
VAT calculation must take account of prompt-payment 
discounts that are freely available. 

To prepare and print invoices for any company, a 
computer bureau has to maintain a product file so that 
prices and product descriptions can be ‘picked-off’ auto- 
matically. After the introduction of VAT, this file will have 
to indicate also the VAT category of each product and the 
computer program in use will have to be able to apply the 
appropriate rate for each category, depending on whether 
it is zero-rated, exempt, or taxable at the 10 per cent rate. 
Any changes in rate or introductions of new rates will, of 
course, be incorporated in the file to ensure that the correct 
information appears on the invoices. Details of any 
discounts applicable — including prompt-payment dis- 
counts — will also be held on file by the computer bureau 
so that they can be taken into account when invoice details 
are calculated. 

To cater for the miscellaneous sales which arise from 
time to time and for which sales invoices will be required 
for VAT purposes, the facility will exist to input manually 
prepared invoices to the computer system. 


Sales ledger 


The introduction of VAT does not, in itself, necessitate 
any changes to sales ledgers, unless the ‘tax point’ (which 
is covered later) presents difficulties. However, some 
companies may wish to record VAT separately in ledgers 
and on statements, both as a service to their customers and 
as a means of simplifying reconciliation procedures. 
Computer bureaux will be able to provide this facility in 
their sales ledger service. Some of the systems in use also 
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include the automatic production of reminder letters and 
age of debt analyses which help to achieve a quicker 
settlement of debts. This will be of particular value after 
the introduction of VAT, for suppliers will be effectively 
providing additional credit by the VAT amount. More- 
over, the present Customs concession that the purchase 
tax element of bad debts can be reclaimed will not, we are 
told, be continued with VAT. 


Quarterly returns 


Under the VAT system, every ‘taxable person’ will be 
required to make a return to HM Customs and Excise of 
their tax liability at the end of each quarterly period. This 
document is new to British business, and considerable 
thought will be required to produce it. Invoices will have 
to be obtained for items purchased from petty cash and all 
source invoices retained for at least three years to provide 
an audit trail for Customs and Excise. 

Although the requirements are not yet finalized, it is 
apparent that outputs will need to be analysed between 
taxable sales, exports, other zero-rated outputs and exempt 
sales, to determine the total tax due. From this will be 
deducted the total taxable inputs and the balance will 
represent the net tax payable. The tax-exclusive value of 
the goods may also have to be shown in the same detail. 

Clearly, it will be necessary, for the purpose of the 
quarterly return, to differentiate between normal tax- 
reclaimable purchases and the following: 


Imports 
Zero-rated inputs 
Exempt inputs 


Non-deductible inputs — e.g., cars and entertainmemt ex- 
penses 

- where there is a single registration 
covering other companies within 
a group. 


Intra-group invoices 


Purchases identifiable with taxable outputs, where the 
company also has exempt outputs. 
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A bureau user, when submitting details of purchases 
and sales for ledger maintenance can also, by means of a 
suitable coding scheme, indicate to which category such 
transactions belong, thus enabling the bureau to produce 
these analyses and those required on sales. Some bureaux 
operate integrated accounting systems which enable a wide 
range of analyses to be produced almost entirely from the 
information used in sales and purchase accounting seg- 
ments. Furthermore, these analyses can be produced 
automatically on the due date in a similar way to that in 
which end-of-year tax returns are now produced for users 
of computer payroll systems. 


Tax point 


The tax point, or date on which goods are liable to tax, will 
have considerable significance after April 1973. It will be 
the dispatch or invoice date, whichever is the sooner. For 
services, the tax point will be the date on which the service 
is rendered. This arrangement could create further prob- 
lems for accounting departments, particularly where the 
dispatch date becomes the tax point, for the invoice date is 
often used as the reference point in current accounting 
procedures. Hence, the stage could be reached where two 
sets of records are required—the present ones and a 
further set for VAT purposes. Alternatively, the accounting 
systems will have to be revised so that they are based on 
the dispatch date. 


A computer bureau could overcome this problem by 
accepting both dates for every transaction. One would be 
used for the books of account and the other to produce the 
analyses required for the quarterly returns and to provide 
a reconciliation between the two. 

Whatever system is being employed at present, it is 
important for every business to re-examine its accounting 
routines and seek the best solutions to the problems created 
by VAT. Those that are considering a bureau service are 
advised to act now, for the computer bureaux have a lot 
to do and will tend to give priority to existing users where 
additional work is necessary. 


| Ë One of 15 ICL computers operated by 
S Baric in processing centres throughout 
the UK and Ireland. 
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Does It Fluctuate 
or Float? 


From Qur New York Correspondent 


NYONE hoping that currency uncertainties would 

disappear with the signing of the Smithsonian agree- 
ment last December must have been sorely disturbed by 
recent events on the international exchange markets. The 
official price of gold has been raised, as promised, from 
$35 to $38 per ounce; but the increase in the free market 
price to more than $60 was certainly not in the script. 
There is more and more talk of wider fluctuations in 
exchange rates — despite the fact that the bands of per- 
missible movement were broadened from 2 to 44 per cent in 
December. Companies as well as individuals are spending 
much more time than they used to in trying to hedge 
against movements of major currencies — adopting the sort 
of caution that they formerly reserved for a few of the more 
unpredictable countries of the Third World.. 

It is an ill wind that blows no one any good; and the 
Chicago Mercantile Exchange (better known to history as 
The Pit) last month added money to the rye, soya 
beans, pork bellies and other humble commodities that have 
traditionally been traded on Chicago’s futures markets. 
So long as demand persists, the newly formed International 
Monetary Market will offer sterling, marks, yen and other 
leading currencies in relatively modest amounts for delivery 
as much as 18 months into the future. This type of business 
may become quite active; and each transaction will carry 
a commission of more than {15 on the ‘round turn’ 
(covering both buying and selling). 

For the accounting profession, however, the complexities 
of the new monetary order are only now beginning to reveal 
their full extent. 


Currency conversion 


Annual reports covering 1970 contained few detailed 
explanations of methods of translating foreign exchange 
into the currency of the parent company — although it is 
noteworthy that most of them preferred to ‘translate’ 
rather than ‘convert’ or in some other, less formal, way 
effect the transition to the home currency. 

In 1971 reports, however, it Is rare to encounter a com- 
pany that does not devote at least one note to the subject 
of foreign exchange as a matter of accounting policy. Thus, 
J. C. Penney Company Inc., a well-known chain-store 
operator, indicates in its 1971 report that it has translated 
all foreign currency amounts into dollars at year-end rates 
for current items, and at historical rates for non-current 
items. Another commonly found note indicates that the 
company in question has translated all monetary items at 
year-end rates, and all non-monetary items at historical 
rates. In either case (and in contrast with thinking in the 
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United Kingdom and elsewhere) there seems as yet to be 
no trend toward expressing all items, including fixed 
assets, at current rates of exchange. 

Possibly the most important question is how to account 
for gains or losses realized as the result of exchange move- 
ments. This becomes an exceedingly thorny subject in a 
period of exchange instability; and, toward the end of last 
year, the American Institute of Certified Public Account- 
ants issued for public comment a draft pronouncement 
outlining the exchange adjustments that could properly be 
deferred rather than carried in the income statement. 
Although there is a feeling that the issues at stake require 
a far-reaching reappraisal by the APB — which is, in fact, 
actively studying them at the present time — the proposals 
were prepared too hastily and stirred up a storm of protest. 
They have, therefore, been shelved — leaving questions 
concerning the preferred practices to adopt for the year 
1972 wide open. 


Effect of adjustments 


In the meanwhile, there is strong support among man- 
agements for the view that the income effects of exchange 
adjustments should be, so far as possible, deferred. The 
I971 report of Caterpillar Tractor Company is typical 
of those issued by corporations whose sales are accounted 
for, to the tune of half or more, by operations in foreign 
currencies. It indicates that, on world-wide new equipment 
and other sales totalling $2,175 million, the combined 
effect of exchange rate adjustments added up to a loss of 
no more than $3 million; and, since this sum is deferred 
and amortized over the life of the long-term foreign liabili- 
ties with which it is associated, the overall impact on 1971 
income becomes negligible. 

Creole Petroleum Corporation, to take another example, 
reports that the revaluation of the Venezuelan bolivar, from 
Bs 4:40 to Bs 4:30 to the dollar, had the effect of reducing 
income by more than $4 million. This sum was charged 
against income under the heading ‘Selling and Administra- 
tive Expenses’. 

Even for a company that decides to grasp the nettle like 
this and charge exchange adjustments against current 
income, guidelines on the approved procedure are by no 
means clear. Occidental Petroleum Corporation reports a 
combined loss of more than $10 million under this heading, 
and includes it among extraordinary items. The authority 
for this practice is given in APB Opinion No. 9, which 
shows ‘a major devaluation of a foreign currency’ as one 
example of items that can properly be excluded from 
ordinary operating results. 

The many companies that follow a more conservative 
practice than adopting the extraordinary-item route can 
point for their authority to the same opinion. Among 
examples of items that are not extraordinary they find the 
phrase ‘gains or losses from fluctuations of foreign ex- 
change’. And they can argue with some force that, in these 
days of broader bands and more frequent movements, last : 
year’s currency fioating fitted more closely into the tradi- 
tional concept of fluctuation than of devaluation. 

Now that the reorganization of the APB along the lines 
of the Wheat Report has been set in motion, it is expected 
that an intensive effort will be made to clear up some of the 
complexities of this increasingly important area of practice. 
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MANAGEMENT INFORMATION 


Accounts Receivable 


XCESS money tied up in stocks, or in accounts receivable, or 

in process of collection, is money wasted. Even money on 
hand in a bank account is not so absolutely without benefit to 
the firm as are these, since bank managers tend to give credit in 
their mind to customers who have kept healthy balances in the 
past, when weighing up whether to offer short-term loan 
requirements. 

Money in process of collection can be an important item with 
some businesses. The classic case of how cheque collection time 
can be dramatically shortened occurred in the United States 
with an airline which covered a wide range of routes. Typically 
the airline customers paid by cheque at the point of departure. 
Usually it took quite a considerable time until the value of their 
cheques was finally credited to the airline’s main account at their 
head office bank. A firm of consultants recommended that all 
flights returning home carry any cheques or other credit:in- 
struments with them. By just this simple step the collection 
period was reduced by several days, and the firm’s bank account 
increased by several million dollars. 


Stock levels 


Money tied up in stocks has probably been the subject of more 
attention than any other section of a business organization. 
Optimum stock levels, reorder costs, etc. have all been analysed 
and checked by methods ranging from simple ratios (such as 
that of inventory to sales) to much more sophisticated computer- 
controlled techniques. Receivables management has not always 
received a comparable amount of attention yet, broadly speaking, 
the quantities of money tied up in stocks and debtors are similar 
both for manufacturing organizations and wholesalers. 

This is not to say that considerable effort has not been 
expended on debt collection: any large firm will have a credit 
control department usually employing quite a number of staff. 
Nevertheless, the techniques used in credit collection are 
comparatively simple and unsophisticated. 

' Traditional receivables management techniques concentrate on 
comparisons of the amount of debt outstanding and the total 
sales made. Usually they are expressed as some ratio of one to 
the other, as in the day’s sales outstanding figure, which is the 
ratio of the debtors to the sales per day. The logic of this is that 
the absolute figure of debtors cannot be a good guide since, if 
sales are doubled, then ceteris paribus the debtors’ figure itself 
should double. Hence the use of this ratio. Often aging sched- 
ules are produced which analyse the total debt figure into debts 
outstanding for 30, 60, go days and so on. 

Let us now consider how these techniques work for a eee 
whose sales pattern shows strong temporary changes, e.g., it 
follows a seasonal pattern. Suppose also that all sales have a 


Month of 30 days 6o days 
origin Own firm Industry Own firm ` Industry 
80 75 55 50 
X-I 70 75 SO 50 
X-2 85 75 45 5° 
£28,000 


Note: The total amount of excess money tied up is 
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standard collection profile; for example 75 per cent of all sales 
are outstanding after 30 days, so per cent after 60 days, 20 per 


. cent after go days, and within the month after that all are cleared. 


With a standard unchangeable pattern such as this we would 
expect any technique to signa] no change at all. But this is not 
the case. Take two three-month periods, each with identical 
sales of £100,000. The first period has all its sales in the first, 
month, and the second has all its sales in the last month. The 
quarterly aging schedules would show: 


Debtors 
Sales 30 days 60 days 90 days 
£ £ £ 
First period: 
100,000 .. — — 20,000 
Second period: 
100,000 75,000 — — 


The outstanding figures are {20,000 and £75,000, each 
divided by the same sales per day figure. Clearly something is 
wrong with a technique which reports widely-differing debtors’ 
outstanding figures when there has been no real change in the 
rate at which debtors pay. 

In an article ‘Better way to monitor accounts receivable’ in 
the Harvard Business Review of May/June 1972, the authors, 
W. G. Lewellen and R. W. Johnson argue that the fault lies in 
the aggregation of all sales together. They relate debts to the 
sales that caused them, i.e., they show ‘balances outstanding 
as a percentage of the original sales that give rise to those 
balances’. This way ‘customer payment rates are automatically 
traced to their source, and the appraisal of collection success 
is rendered independent of sales patterns .. .’ 

Had this approach been used in the example above, the 
figures for both periods would have shown the same patterns, 
thereby correctly reflecting the situation. This example, it is 
true, shows a highly unlikely position and has only been included 
to demonstrate how wrong conventional debtor monitoring 
techniques can be. Though this extreme situation is too far- 
fetched ever to be realized in practice, nevertheless the tradi- 
tional techniques always give a ‘wrong’ answer whenever there is 
any change in the volume of sales. When sales are increasing 
these techniques always give too optimistic a picture of the 
debtor position; conversely, in a period of falling sales they 
are too pessimistic. 


Credit control appraisal 


It is interesting to note how this more correct approach of 
relating debts to their original sales can be used to appraise the 
performance of the credit contro] department. Assume that the 
typical customer payment pattern of the particular industry in 
which the business is operating and the figures of the individual 
business itself are as in the table below. 

If money has to be borrowed from the bank at (say) 8 per 
cent, the extra cost is £14,000 X 1/1ath x 8/rooths =just over Loo, 
This is the excess over the industry norm, and not necessarily 
the target which a reasonably efficient business would wish to 
set itself. This, of course, begs the important question as to 
whether there is a typical industry pattern — although almost all 
textbooks assume that this is indeed the case. 


90 days Net per cent Percentage 
Own firm Industry Differing Sales x sales 
30 25 —I5 IOO,OOO — 15,000 
30 25 — 120,000 — 
30 25 ro 130,000 — 13,000 
Total —28,000 


=£ 14,900 for the month. The division by 2 is necessary since we take it 


that the delayed payments are received throughout the nee month, and so ‘on average’ will be received halfway through. 
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GKN - an International Company 


MAJOR British company these days can hardly avoid being 
a major international one, and Guest Keen and Nettlefolds 


comes into this category. The reader of the GKN 1971 report 


is immediately made conscious of the group’s international 
character by the double spread of ‘1971 in brief’ printed in 
four languages, with figures in eight currencies: sterling, 
deutschemarks, French francs, lire, guilder, Australian dollars, 
US dollars and Swiss francs. 

‘In brief’, in GKN terms, means turnover, surplus on trading, 
profit before tax, profit after tax, net profit attributable to 
ordinary stockholders, cost of ordinary dividends, profit for 
the year retained, equity interest, net profit to equity interest, 


‘total net assets employed, profit to total net assets employed, 


earnings per ordinary shares, dividends per ordinary shares, 
expenditure on fixed assets, depreciation and cash flow. All 
given in the eight currencies with previous-year comparisons. 

From such a beginning, it is not surprising that the report 
and accounts together take 52 near-foolscap size pages. Of those, 
34 pages are gloss and include the chairman’s statement and 
directors’ report, colour pages of directors’ head-and-shoulders 
portraits, pictures of products, description of group make-up 
and divisional comment, and altogether more ‘magazine- 
style’ detail than many companies would ever think of including 
in their annual reports in their wildest dreams. 


Character change 


Then, from page 35 onwards, the whole character of the GKN 
report changes. The colour and the gloss ends and the hard 
stuff begins. These pages are printed on light blue, textured 
paper under the heading ‘GKN Statement of Accounts’. This 
change of character has been done deliberately because there 
have been complaints in the past from some readers who 
professed difficulty in finding the actual accounts. 

There can be no such ditfculty now. From pages 35 to 52 
the GKN report is accounts all the way, and in such distinctive 
style that the ‘accounts’ reader does not have to thumb through 
the report at all. There was comment in this column when the 
GKN preliminary figures were issued that in attempting to put 
1970 and 31971 turnover and profit figures into perspective 
following increased holdings in associated companies and 
following former associated companies becoming subsidiaries, 
GKN had written 1971 figures down to 1970. It was suggested 
that writing 1970 figures up to 1971 would have been a more 
helpful exercise. 


Inside GEN it is willingly acknowledged that such an 


exercise would have been more helpful to the reader but that 
it would have been virtually impossible to carry out for the 
chief accountant’s staff — at least it would have been in terms 
of getting the 1971 accounts out in reasonable time, and that in 
itself is a feat of no mean order. 


Uniform basis 


In the directors’ report it is explained that three companies — 
Uni-Cardan AG in West Germany (GKN interest up from 39°5 
per cent to 58-7 per cent) Bound Brook Italia SpA (from 
50 per cent to 100 per cent) and Presmet Corporation USA 
(from 33°6 per cent to roo per cent) became subsidiaries in 
1971. It is stated that ‘In consolidating the results of these 


companies appropriate adjustments have been made to their 
local forms of statutory accounts so that the group accounts 
are presented on a uniform basis’ and an awful lot of trial and 
tribulation can be read into those words. 

It was difficult enough to adjust the local forms of statutory 
accounts to the GKN uniform basis without attempting to do the 
whole thing over again for 1970 figures in order to give written 
up 1971 comparative figures. There were other internal changes 
which complicated matters, such as the transfer to Uni-Cardan 
of GKN’s direct shareholdings in Continental companies 
that had previously been associated companies in which GKN 
and Uni-Cardan were partners. 

An echo of the statements in the directors’ report can be 
detected in section g of ‘Accounting Policies’ included in the 
GKN accounts. Subsection ‘B’ states that ‘Legislation precludes 
certain overseas subsidiaries from conforming with the 
accounting policies adopted by tne group. Where appropriate, 
adjustments are made on consolidation in order that the group 
accounts are presented on a uniform basis.’ 


Group formation 


Subsection ‘A’ to Section 9 — ‘Basis of Consolidation’ — states 
that ‘the group accounts consolidate the accounts of the com- 
pany and subsidiaries listed on pages 50 and 51 which are made 
up to a date co-terminous with tke financial year of the parent 
company’. The GKN accounts of 1971 were in shareholders’ 
hands on May 12th and that is decidedly good going. 

Pages so and sr list some 200 subsidiaries and sub-sub- 
sidiaries, the group formation being indicated in the names of 
the rs main subsidiaries such as GKN Bolts & Nuts, GKN 
Building Supplies and Services, GKN Castings, GKN 
Engineering GKN Forgings, and so on. Fifteen associated 
companies are listed and also five principal trade investments. 

The accounts section of the GKN report opens with “Ac- 
counting Policies’ and moves on to the columnar group profit 
and loss account with a khaki strip providing the background 
to the 1971 figures. The object is to make the necessarily com- 
plicated accounts as simple as possible and this is certainly 
achieved by simplicity in layout and the relegation of detail to 
notes which in themselves are simply stated and well presented. 
There is little gained by simple stetements of the main accounts 
if the attendant notes are a jumb-e of small type and about as 
clear as Hampton Court Maze. 


Earnings 


The ability of the compilers of the GKN accounts to set things 
down simply is evidenced on pages 48 and 49 which provide, 
on the left-hand opening, financial information 1967-1971 
and, on the right-hand side, salient figures of operating statistics 
and financial statistics each year, with a columnar chart for 
each sector: surplus to turnover and profit to net assets employed 
in the operating statistics, and dividends per share and earnings 
per share in financial statistics. 

In that latter area 1971 was a year of no mean achievement 
by GKN taking into account the general recession experienced 
in the engineering industries and tae troubles of the automobile 
industries which GKN serves. Trading surplus as a percentage 
of turnover rose from 7:7 per cent to 9-4 per cent and although 
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profits before interest and tax as a percentage of total net 
assets eased from Ir4:9 per cent to 14 per cent, that figure was 
o:8 per cent above the 1969 level and almost two points above 
1968. ` 

Net profits in terms of the total equity interest eased from 
8-3 per cent to 8 per cent, but earnings per share improved 
from 20'5 p to 20-9p, with dividend itself maintained at 12-8p 
a share. This year much must obviously depend on the timing 
and extent of industrial and economic re-expansion, not only 
in the UK but in Europe and elsewhere. 


Cadbury Schweppes 


OLLOWING the precedent established last year, the 
chairman’s statement on the results of the Cadbury 
Schweppes grcup for 1971 was circulated with the preliminary 
announcement in March. Stockholders indicated last year that 
they appreciated this early information about the progress of 
the company. With the 1971 accounts recently issued there was 
therefore no ‘Chairman’s statement’ as such, the directors’ 
report being a factual statement of results and the ‘Review of 
Trading Operations’ providing, as the directors put it, ‘rather 
more details cf the wide scope of our operations across the 
world’. 
Comment with the preliminary figures and facts in the report 
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leaves the chairman, Lord Watkinson, free to consider and report 
on prospects at the annual meeting. So far the Cadbury 
Schweppes style of reporting has not been flattered by imitation. 


English Calico auditors 


OOPER BROTHERS & CO are henceforth to be sole. 
auditors to the English Calico group of textile, retail, and 
industrial companies. | 

Mr Neville Butterworth, the chairman, explains to share- 
holders that after the merger of the English Sewing Cotton 
and Calico Printers Association companies, Cooper Brothers — 
who had been Calico Printers’ tax advisers — were invited to be 
Joint auditors with Garnett, Crewdson & Co and were appointed 
at the 1969 annual meeting. Last year Garnett, Crewdson 
merged with Spicer and Pegler and the English Calico board 
has decided that there is no advantage in having two large firms 
of auditors acting jointly. 

‘In these circumstances’, as Mr Butterworth puts it, Spicer 
and Pegler did not seek reappointment as joint auditors. The 
chairman adds that Spicer and Pegler and Garnett, Crewdson 
‘enjoy the highest reputation and we part from them with much 
regret and we record our appreciation of their services to the 
group’. | 

English Calico’s accounts, incidentally, are the strongest to be 
reported by the group since the merger. | 


GUEST KEEN AND NETTLEFOLDS LIMITED 
CONSOLIDATED PROFIT AND LOSS ACCOUNT 


TURNOVER 


SURPLUS ON TRADING 
{after depreciation) 
INVESTMENT INCOME 

AND INTEREST RECEIVABLE 
INTEREST PAYABLE 


SHARE OF PROFITS LESS LOSSES 
OF ASSOCIATED COMPANIES 


PROFIT FOR THE YEAR BEFORE TAXATION 
TAXATION 


NET PROFIT FOR THE YEAR 
PROFIT ATTRIBUTABLE TO OUTSIDE SHAREHOLDERS INTERESTS 


NET PROFIT ATTRIBUTABLE TO ORDINARY STOCKHOLDERS 
EARNINGS PER SHARE 


























1971 20-9p (1970: 2C-5p) (che effect of full conversion of outstanding unsecured loan stocks into ordinary 


stock would be insignificance) 


DIVIDENDS 
Paid 6th October 1571: 
Interim at 3°75p per £1 unit on £103,902,000 (1970: 3-75p per £1 unit on £103,635,000) 


Proposed: Final at 9-00p per £1 unit on £103,902,000 payable 8th June 1972 (1970: 9-00p per £1 unit 


on £103,635,000) 


PROFIT FOR THE YEAR RETAINED 
in accounts of parent company 

In accounts of subsidiaries 

In accounts of assoc ated companies 


EXTRAORDINARY ITEMS NOT APPLICABLE TO CURRENT TRADING 


PRIOR YEAR ITEMS 


TRANSFER TO RESERVES 
(Parent Company £5,870,000 1970—£2,470,000) 
































ADDITIONAL DEPRECIATION CHARGED AGAINST SURPLUS ON TRADING OF THE YEAR, 


(LESS OUTSIDE SHAREHOLDERS PROPORTION £305,000 1970—£121,000) TRANSFERRED TO 


DEPRECIATION RESERVE 


FIGURES IN ITALIIS 
REPRESENT DEDUCTIONS 


THE NOTES ON PAGE 
1796] FORM PART e 
OF THIS ACCOUNT. 


1971 1970 
52 WEEKS 52 WEEKS 
NOTES 
SEE PAGE [796] 

£M iM £M £M 
564-84 485-25 
1 47-25 37-42 
2 1:18 1:02 
3 7:74 3-41 
40-69 35-03 
4 4:35 8-03 
45:04 43-06 
5 21:81 21-07 
23-23 21-99 
1°56 0-78 
21-67 24-21 

3-90 3-88 

9-35 9.33 
13:25 13-21 

5-78 2:47 

2:09 3:57 

0-55 1:96 
8-42 8-00 
6 0-31 0-02 
8-11 8-02 
7 2:06 0-99 
10-17 9-01 
3-41 2-55 
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GUEST KEEN AND NETTLEFOLDS LIMITED 


NOTES ON PROFIT AND LOSS ACCOUNT 


1 DEPRECIATION 


Written off fixed assets 
Transferred to depreciation reserve 


Rental for hire of equipment and motor vehicles 
amounted to £2,521,000 (1970-—£1,730,000). 


INVESTMENT INCOME AND 
INTEREST RECEIVABLE 


Investments: 

Trade: 

quoted 

unquoted 

Loans 

Short term loans and deposits 


INTEREST PAYABLE 


Bank overdrafts and short term bank advances 
Short term and ocher loans 

Medium term indebtedness 

(including bank lean interest £649,000 

1970— £71 ,G00) 

Long term indebtedness 

(including bank lean interest £330,000 
1970-—-£47,000) 


UNQUOTED ASSOCIATED COMPANIES 


Dividends receivable amounted to £1,545,000 
(41970-—-£1 867,000}. 


TAXATION 


United Kingdom: 
Corporation tax 

Less: 

Double taxation relief 


Overseas 
Transfer to taxation equalisation 


Taxation charge an associated companies earnings 


United Kingdom corporation tax has been charged at 


40% (1970424). 


The charge for taxation is after deducting surplus 
taxation of previous years amounting to £964,000 
(1970-—£920,000). 


EXTRAORDINARY ITEMS NOT APPLICABLE 


TO CURRENT TRADING 


Termination costs on discontinued activities 
Profit on sale of investments not acquired with the 
intention of resale 


PRIOR YEAR ITEMS 


Adjustment to taxation provisions arising from 
change in taxation rates 

Deferred taxation relief on provisions created to 
2nd January 1971 


FIGURES IN ITALICS 
REPRESENT DEDUCTIONS. 








2°59 
0-81 
0-70 
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DIRECTORS’ AND EMPLOYEE EMOLUMENTS 


Emoluments of Directors of Guest, Keen and Nettlefolds, Limited paid by the 
company and its subsidiaries, including £14,000 (1970—£15,000) for services as 
directors, amounted to £406,000 (1970-~£408,000). 

Pensions to and in respect of former Directors amounted to £35,000 (1970— 
£28,000). 

The emoluments of the Chairman of the company amounted to £47,000 
(1970—£47,000). 

The emoluments of the other Directors (excluding pension scheme contributions) 
fall within the following scales: 


Scale of Emoluments Number of Directors 
` £ 1971 1970 
0— 2,500 ; 2 4 
2,501— 5,000 
5,001— 7,500 
10,001-—12,500 
12,501—15,000 
45,001—17,500 
17,501—20,000 
20,001—22,500 
22,501—25,000 


1 
1 
3 
5 
1 
1 
35,001—37,500 1 


¿S Saa E, mh sch 


One employee of the parent company, who was not a director, received 
emoluments in 1971 (excluding pension scheme contributions) within the scale 
£12,501—£15,000 (1970—£10,001—-£12,500), 


DIRECTORS’ INTERESTS IN SHARES AND DEBENTURES 
Interests in shares of the company and its subsidiaries of persons who were 
Directors of Guest, Keen and Nettlefolds, Limited on 1st January 1972: 
Holding of GKN ordinary stock 
(including family interests) at 
3rd January íst January 


1971 1972 

{or date of 

appointment) 
: £ £ 
C. C. Birch 1,930 4,930 
Sir Raymond Brookes 8,814 8,814 
Sir Douglas Bruce-Gardner, Bt. 6,332 6,332 
Sir Richard Clarke, KCB, OBE Nil 1,000 
W. W. Fea 1,333 1,458 
G. T. Holdsworth 1,332 1,100 
J. F. Insch 4,166 4,166 
H. S. Killick, MC, TD 5,798 5,798 
R. G. Lewis, TD 1,918 1,918 
L. Maxwell-Holroyd 1,500 1,500 
W. A. Nicol 9,366 9,366 
H. S. Pearce 1,333 1,333 
F. C. Rowbottom f 1,700 1,700 
Sir Charles Wheeler, KBE. 3,132 3,132 
Sir Henry Wilson Smith, KCB, KBE 3,333 3,333 


There were no holdings of debentures of the company and ics subsidiaries 
at the relevant dates. 


EMPLOYEES 


The number of persons employed in the GKN Group at 1st January 1972 
was as follows: 








UNITED KINGDOM 72,500 
OVERSEAS 

Asia 43,580 

Australasia 2,244 

Europe 11,221 

North America 533 

Southern Africa 3,547 31,125 
World total 103,625 


The average number of persons employed in the United Kingdom companies 
during the year was 75,663 and their aggregate remuneration was £117 million. 


AUDITORS’ REMUNERATION 


Remuneration of auditors of the company was £2,500 (1970—£2,500} and of the 
Group £296,000 (1970-——£222,000). 
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GUEST KEEN AND NETTLEFOLDS LIMITED 
NOTES ON BALANCE SHEETS 





Land and Buildings Plant, Machinery General Capital work 
Freehold Leasehold and Vehicles Equipment in progress Total 
í FIXED ASSETS 
(} SUMMARY £M £M Oh £H £M Oh 
COST OR VALUATION: 
(sea (iii) below) 















































































































































Totals at 2nd January 1974 53-58 7:73 481-52 0-96 5-39 249:18 
Additions: ; 
companies becoming subsidiaries/sold 12-11 0:55 31:34 — 2°60 46-60 
capital expenditure (see below) 1°65 0-13 17°89 0-02 8-05 27:74 
Reclassifications 0-10 0:16 0-07 0:01 — — 
Transfers from capital work in progress 2:87 0-86 9°33 — 13-06 — 
Disposals 1:68 0-17 7:26 0-22 0-06 9-39 
Exchange variations 0-04 0:02 0:24 — 0:07 0:19 
Totals at 1st January 1972 68-59 8-96 232:65 0-75 2:99 313-94 
ACCUMULATED DEPRECIATION: 
Totals at 2nd January 1971 9-86 2:20 107°29 — — 119-35 
Companies becoming subsidiaries/sold 0-84 0-06 11-16 — — 12-06 
Reclassifications 0-04 0-04 — — — — 
Disposals 0-15 0-05 4-62 — — 4-82 
Charge for the year 1-24 0-24 14-79 — — 16-24 
Exchange variations 0-02 — 9:14 — — 0-16 
Totals at Ist January 1972 41-78 2-41 128-48 — — 142-67 
NET BOOK VALUES AT {st JANUARY 1972 56°81 6:55 104-17 9-75 2:99 171-27 
NET BOOK VALUES AT 2nd JANUARY 1971 43-72 §-53 74:23 0:96 5-39 129-83 
Capital expenditure is after deducting estimated investment 
grants receivable in the United Kingdom amounting to 
£1,462,000 (1970-~-£3,379,000). 
Accumulated Net Book Valua 
Cost Depreciation At 1.1.72 At 2.1.74 
(ü) ANALYSIS OF LEASEHOLD LAND AND BUILDINGS £M £M £M EM 
Long leases 6:05 1:65 4:40 3:94 
Leases with 50 years to run or less at date of balance sheet 2:91 0:76 2:15 1:59 
8°96 2-41 6°55 5-53 
Year of £H 
Valuation 
(i) ‘COST OR VALUATION’ OF FIXED ASSETS INCLUDES: 
(a) For acquisitions before 1937 che net book values at that date (b) For 16 companies valuations by their directors or professional 1946 0-39 
and for certain subsidiaries the net book values at ist July valuers. The amounts included are: 1950 0-67 
1948. 1951 0-21 
1952 0-31 
4953 4-33 
1954 0:22 
1960 2°35 
1964 0-02 
1965 0:29 
1966 0:35 
1970 1-52 
10:66 
2 ASSOCIATED COMPANY AND 1971 1970 Notes: 
TRADE INVESTMENTS £M OM (1) The Group share of post acquisition reserves of associated companies is 
, included in reserves (see note 5 (i)). 
(i) ASSOCIATED COMPANIES 
(see notes opposite) 1971 1970 
QUOTED £M £M 
At cost less amounts written off 0:31 0-30 
Share of post acquisition reserves 0-05 0-07 (2) In respect of unquoted associated company investments: 
Group’s share of aggregate profits less losses 
Market value £336,000 1970 £320,000 0-26 0-23 before tax 4-32 8-02 
UNQUOTED after tax 1:94 3:81 
At cost less ASSE ikan, on 10:87 14-63 Groups share of aggregate undistributed profits [ess 
Share of post acquisition reserves 31-06 29-15 losses accumulated since the investments were acquired 31-06 29-45 
41-93 43-78 
3 TAXATION Group Parent Company 
42-19 44-01 1971 1970 1971 1970 
LOANS 1:88 3-15 ER E ER 
United Kingdom corporation tax: 
(ii) TRADE current year's profits 9-47 12:23 0:32 2:07 
A : earlier years’ profits 8:96 11°77 0:01 0:06 
at cost less amou nts written off Overseas taxation 7-01 3:61 0-11 0-11 
QUOTED 1:09 0-54 
Market value £1,955,000 1970 £1,441,000 ati ee eee at ee E 
UNQUOTED 0-12 0-07 
Directors valuation £252,000 1970 £235,000 4 SHARE CAPITAL painan 
toc 
1:24 0-61 £M 
w Total at 2nd January 1971 103-64 
(iii) TOTAL 45-28 47-77 Issued to holders of 64% convertible unsecured Joan stock 1986/91 
<a women and 6% convertible unsecured loan stock 1988/93 on 31st May 1971 0-26 
FIGURES IN ITALICS Total at ist January 1972 ° 103-90 
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GUEST KEEN AND NETTLEFOLDS LIMITED 
NOTES - continued 












































5 RESERVES Goodwill 

Share General Arising on 
(i) GROUP Premium Depreciation Capital Consolidation Revenue Total 
£M M £M £M £M £M 
Totals at 2nd January 1971 ` 5:07 20:12 16-84 26:31 137-07 15279 
Reclassifications — 0-09 1:85 ER 1:94 d 

Share premium arising on shares issued to holders of 64% 

unsecured loan stock 1986/91 and 6% unsecured loan stock 1988/93 0:30 — — — bag 0-30 
Companies becoming subsidiaries/sold — 0-01 0-01 0:73 0:01 0-74 
Amount written off investment in subsidiary — — = 0-40 0-40 aoe 
Amount written off trade investment — — — on 0-29 0-29 
Currency and other variations — 0-08 0-15 0:29 0-03 0:25 
Transfer for the year — 3:41 = — — 3-41 
Transfer from profit and loss account — — 0:05 = 10-12 10-17 
Totals at 1st January 1972 5:37 23:35 15-20 26°93 148-40 165-39 
Group companies excluding associated company reserves 5°37 23:35 0:86 26:93 131-76 134-41 
Associated company reserves — — 14:34 ve 16°64 30-98 
5°37 23°35 15:20 26:93 148-40 165-39 

Share 
Premium Revenue Total 


(ii) PARENT COMPANY £ 
Total at 2nd January 1971 5:07 87-70 92°77 
Share premium arising on shares issued to holders of 64% unsecured 

0-30 






































loan stock 1986/91 and 6% unsecured loan stock 1988/93 Gë 0-30 
Amount written off investment in subsidiary ste 0:40 0-40 
Other variations — 0:02 0-02 
Transfer from profit and loss account = 5:87. ' 5.87 
Totals at 1st January 1972 . 5-37 93-19 98°56 
6 MEDIUM AND LONG TERM INDEBTEDNESS 
{repayable at par unless otherwise stated) 7 DEFERRED LIABILITIES Wi, WE 
MEDIUM TER l SE 
(repayable witiin five years from 1st January 1972) Leer SE Ven Ve 
SUBSIDIARY COMPANIES OUTSIDE UNITED KINGDOM Pare ERIS unus 
interest rates 3: to 
s: j 1971 1970 19°38 12°32. 
£M £M 
Germany 8-40 0-06 
cur Gë SS 8 CAPITAL EXPENDITURE Ț- 
e Í . apital expenditure sanctioned by 
Aiea A d os oo. the Board and outstanding at 
South Africa e 0-44 4st January 1972 amounts to 16:00 20-60 
U.S.A 1-14 0-06 ‘ ‘ me, MER 
dE . i Contracts placed against these sanctions 
india 0-05 9-08 so far as not provided for in these 
10-13 142 accounts amount to " 7-00 f 11:00 
Note: 
ns PANY we Kar John Lysaght (Australia) Limited is an 
64°% convertible unsecured loan stock 1986/91 0-17 0-63 . it SES sealife Fora oad 
The stock may be converted in 1972 into ordinary stock in ee aided 
the proportion of £48 ordinary stock for every £100 nominal í 
ee gei dech di k 1988/93 2-85 2-96 
convertibie unsecured loan stoc ` : 
The stock may be converted in any of the years 1972 to 1975 EES 
inclusive into ordinary stock at the rate of £1 ordinary stock Bank and other guarantees and : j 
for every 26 nominal of loan stock liability on negotiated bills 2-96 4:30 
SUBSIDIARY COMPANIES IN UNITED KINGDOM page Auen 
GUEST KEEM AND NETTLEFOLDS (U.K.)} LIMITED E e 
101% debenture stock 1990/95 20-060 5-47 ` 
439 debenture stock 1970/84 redeemable at £103 per cent 1-27 1:37 10 INTERESTS IN SUBSIDIARIES 4971 4970 
6i% debenture stock 1976/81 3-50 3°50 £M iM £M £M 
61% debenture stock 1980/85 1-98 2-06 Shareholdings at or under cost 108-07 104-98 
H EE debenture stock 1986/91 4:00 4-06 Amounts owing from subsidiaries 85-26 104-07 
8% debenture stock 1986/91 0-12 0-12 Amounts owing to subsidiaries 1-08 1°37 
GUEST KEEN AND NETTLEFOLDS (OVERSEAS) LIMITED 84-18 102-70 
5494 redeemable debenture stock redeemable at £103 per cent 0-38 0-48 
Ail che above stocks are guaranteed unconditionally as to 192-25 207-68 
principal and interest by Guest, Keen and Nectlefolds, Led. ap egen 
OTHERS (interest rates 8-55% to 11-75%) 0-07 0-02 FIGURES IN ITALICS 
SUBSIDIARY COMPANIES OUTSIDE UNITED KINGDOM REPRESENT DEDUCTIONS. 
GUEST, KEEN, WILLIAMS, LIMITED, INDIA 
7% debenture stock 1973/78 0-65 0-75 
74% debenture stock 1976/81 1-01 1-07 
GKN (NEW ZEALAND) LIMITED 
63% debenture stock 1973/78 0-28 0-28 
OTHERS - 
(Interest rates 3:2% to 10-25%) REPORT OF THE AUDITORS 
Germany 4-28 0-88 
ae Ce — | TO THE MEMBERS OF GUEST, KEEN AND NETTLEFOLDS, LIMITED 
Holland 0-39 0-26 
Sweden 1:06 1:13 
Denmark 0-14 0-15 In our opinion, based on our examination, on the reports of the auditors of certain 
South Afric 0-03 — | subsidiaries and associated companies not audited by us, and on the management 
U.S.A. 0-31 0-08 | accounts of certain associated companies which have not been audited, the accounts 


India 045 . 0-16 set out on pages... together give a true and fair view of the state of affairs at tst 
January 1972 and of the profit for the year ended on that date and comply with the 
43-99 25°37 Companies Acts 1948 and 1967. 











oe MEDIUM AND LONG TERM INDEBTEDNESS 34:42 26°49 
UCT: 

Repayments due within 12 months (included under current COOPER BROTHERS & CO. 
liabilities) 2:22 0-83 | CHARTERED ACCOUNTANTS 


BIRMINGHAM 








GROUP TOTAL including bank loans of £12,006,000— I 
1970 £1,493,000 (Secured £42,644,000—1970 £21,795,000) 51-90 25°66 | 18TH APRIL 1972 
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City Notes 


ECONDARY recessionists have had their stock-market 

theories confirmed, but because they are secondary reces- 
sionists they remain confident that the bull market has not 
ended. It has merely been interrupted. 

Their confidence is based on the point that, although the 
re-expansion of the economy has come late, it has at last come. 
Although re-expansion may not meet the Chancellor’s antici- 
pated 5 per cent growth rate, there will be a growth rate of sorts. 

Inspection of statements by chairmen in company reports 
and at company meetings is a reasonable guide to the immediate 
industrial prospect and the number of chairmen reporting 
expansion; as distinct from merely hoping for it, is growing. 
Some have been so bold as to say that revival has at long last 
arrived. ` 

For the stock-market, therefore, it is a question of whether 
the late ‘arrival of expansion is basis enough for a renewed 
equity advance or whether there should be a further spell of 
readjustment until the arrival of revival is nearer translation 
into output and earnings, and even new industrial investment. 

If users of the stock-market could believe that the wages and 
prices situation is likely to come under reasonable control they 
might be persuaded that the continuing bull-market theory is 
worth following. 


HE Bank of England’s latest survey comments that indus- 

trial confidence has been weakened both by the slow growth 
of output and real incomes since 1968 and by the rapid rise in 
costs and prices during the last two or three years. As a result, 
the effects of previous reflationary actions have been smaller 
than expected, although the delayed cumulative stimulus could 
eventually be very large when confidence does recover. The 
survey noticeably refrains from suggesting when a recovery of 
confidence is likely to develop. In fact it does the reverse and 
suggests that if recent rates of cost inflation continue for long, 


the implications — not least but not solely for the balance of 
payments — would be serious. 


3⁄2 Kä 3⁄ 3⁄ 


NITED Dominions Trust's opening of its second Money 
U Shop and the suggestion from the Bristol and West Building 
Society's chairman that building societies should be much more 
than takers in and lenders out of money, have much in common. 
There is now a strong trend towards offering the public com- 
plete money services at one particular point rather (hat banking 
service here, mortgage service there and hire-purchase facilities ` 
somewhere else. The clearing banks have the ready-made 
potential in this market but, despite all protestations to the 
contrary, are probably far too ponderous to take advantage of it. 
Those who attempt to transact ‘over the counter’ those items of 
business that the banks theoretically offer will appreciate that 
point. Just as there is a trend towards providing money service 
to the public at money points or money shops, so there is also 
a trend for financial institutions to extend their interests to 
cover ‘all kinds of financial facilities in banking, insurance, and 


credit. 
3⁄2 E? = d 


AVING been on the losing end of take-over bids in recent 
wf Mr Oliver Jessel may understandably be put out 
by having what he considers fair bids counteracted by successful 
defence involving healthy profit forecasts. At the recent’ annual 
meeting of Leeds Assets, Mr Jessel said ‘it will not be long 
before profit forecasts join mothers-in-law in the realm of 
music hall jokes’. The public, in Mr Jessel’s opinion, should not 
rely on eminent merchant banks and equally eminent auditors 
in the belief that they have gone right behind the figures. The 
word of banks and auditors is only half the story. Last month a 
Leeds Assets bid for Richardsons Westgarth was defeated, and 
Mr Jessel considers that success would have involved payment 
of a price related entirely to a profit forecast. 


RATES AND PRICES 


Closing prices, Tuesday, June 13th, 1972 


Bank Rate 
Nov. 18, 1967 Sé Sc, AB Mar. 5, 1970 PE yA 
Mar. 21, 1968 = 11 EY April 15, 1970 .. a. E 
Sept. 19, 1968 .. ide. Oe April r, 1971 Sep vn, 0%, 
Feb. 27, 1969 SS ¿ 8, Sept. 2, 1971 Sa gi: E 
Treasury Bills ` 
April 7 -- £4°3305% May 12 £42581 % 
April 14 -» £43038% May 19 £4'2708% 
April 21 .. £42890% May 26 £4°3026% 
April 28 .. £4°2686% June 2 £43943% 
May 5 - £42516% June 3 £48487 % 
| Money Rates 
Day to day .. 3-44 % Bank Bills 
7 days = 434$% 2 months 53-53% 
Fine Trade Bills 3 months si—s1% 
3 months .. 54-52% 4 months 54-54% 
4 months .. 54-51% 6 months 54-58% 
6 months .. 54-53% 


Three Months’ Rates 


Local authority deposits 54-59 
Local authority bonds DEE 
Sterling deposit certificates si -5 -$ 
Euro-sterling deposits a .. 5% —5$ 
Euro-dollar deposits .. Gs .. 4-42 


Finance House Base Rate — June Ist, 1972: 5% 
Retail Price Index (16.1.62=100) 161°8 (from 160°3, 15.4.72) 


Tax Reserve Certificates (3.1-72) Personal 34% 
(Company certificates no longer on offer 


Foreign Exchanges 


New York 2°6077 Frankfurt 8-2862 
Montreal 2°5492 - Milan’ I510°50 
Amsterdam 8:3317 Oslo 170525 
Brussels 11432 Paris GER TE 
Copenhagen 180300 Zürich 9°9587 
Gilt-edged 

Consols 4% 434 Savings 3% 65-75 893 | 
Consols 24% 27 Treasury 9 A 1994 98 
Conversion 34% 372 Treasury 8} Lp 87-90 93 
Conversion 54% 1974 98 A Treasury 6$ Zo 1976 96 A 
Funding 32% 99-04 444 Treasury 34% 77-80 77 
Funding 4% 60-90 994 Treasury 3$ % 79-81 768 
Funding 54% 78-80 854 Treasury 5 e 86-89 7ot 
Funding 54% 82-84 82% Treasury Sé 08-12 634 
Funding 52% 87-91 454 Treasury 24 Gë? 27 
Funding 6% 1993 744 Victory 47% |: 97 
Funding 64% 85-87 844 War Loan 34% 374 
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Letters. 





Exposure Draft No. 6 


Sir, — Mr Edge-Partington, in his letter (June rst issue), 
shows an understandable reluctance to accept the proposals in 
the recently published exposure draft on stock and work in 
progress, relating to the ‘taking up’ of profits on long-term 
contracts. | 

In this he may not, as it were, have read the small print in 
the exposure draft. For example, the draft speaks of not taking 
up any profit until ‘the point has been reached where the out- 
come can be reasonably foreseen’ and establishing ‘a reasonable 
degree of certainty’ in the circumstances arising on completion 
of the contract. 

It would seem that in the case of large lump-sum contracts 
where the contract price is not subdivided in any way, and 
where therefore the profitable outcome of the contract depends 
on a successful final completion of the design-supply-erect 
process, the terms in the draft can be extended to cover a very 
conservative approach to the taking of profit. 

We must also bear in mind that many long-term contracts — 
as pointed out in paragraph 21 of Appendix 1 of the draft — 
are in effect a series of contracts where separate prices and 
stages of performance are specified. It would be surely not 
unreasonable to require companies to take profit — subject to 
the specified safeguards — for those portions of the overall 
contract which have been completed. 

In spite of the anxiety shown by Mr Edge-Partington that the 
exposure draft stamps approval on reckless accounting for long- 
term contracts, I rather feel that there are other more potent 
forces at work which will affect the treatment of such contracts 
in the accounts of the various companies involved. 

In an age of proprietor-owned companies, the more con- 
servative the valuation of work in progress, the less tax had to be 
paid. In an environment of manager-controlled public com- 
‘panies and the need to demonstrate the effectiveness of manage- 
ment and prepare the way for acquisitions, developments have 
taken place towards anticipation of profits by upward changes 
in the basis of valuation of work in progress, and the taking of 
profits before completion of contracts. It would seem that the 
exposure draft, therefore, in many ways recognizes what is 
rapidly becoming standard practice whereby managers and 
boards, under pressure, show profits in their accounts this year, 
rather than later. 

Yours faithfully, 


Hatfield, Herts. H. SMALLWOOD, F.C.M.A., F.C.C.A. 


Invoice or Dispatch Date for VAT 


SIR, — I was interested to read in your issue of June 1st, Mr 
John Nott’s remarks on the use of the invoice date rather than 
the dispatch date as the tax point for VAT purposes. 

My own company may have problems in the opposite direction 
to those which gave rise to the amendment at the committee 
stage of the Finance Bill. 
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We frequently supply very large plant installations on which 
contract terms provide for a payment on dispatch of the machin- 
ery which is substantially less than the value of the dispatch 
itself. The balance of the contract price is due on completion 
of the erection of the machinery on the customers’ premises. 
How is the VAT to be dealt with in these circumstances? 
There appear to be three alternatives and, assuming the tax, 
would be at the rate of ro per cent, these would be: 


(r) To include on the invoice submitted on dispatch ro per 
cent of the value of the invoice. 


(2) To invoice the agreed proportion of the contract on 
dispatch but to include for VAT ro per cent of the value 
of the machinery dispatched. Thus the VAT included 
would be more than ro per cent of the amount invoiced. 


(3) To invoice as in (1) but to account to the Customs and 
Excise for 10 per cent of the value of the dispatch. 


The period between dispatch and completion could be as 
much as six months, leaving the supplier to finance a large 
proportion of the VAT in the meantime. In any event, the 
balance of VAT would fall to be accounted for on completion. 

Obviously we would prefer to be allowed to adopt alternative 
(r), but this does not seem to fit in with clause 7 of the Finance 
Bill. 

Yours faithfully, 


Peterborough. R. J. WEBBER, A.c.c.a. 


Costing Statistics on Small Businesses 


Sir, — How widespread, I wonder, is the situation reported by 
regional secretaries of this Association, that professional 
accountants called upon to advise small businesses on current 
wage rates (and thereby costings), seek their guidance from what 
would normally appear to be the most obvious source — the 
local or regional office of the Department of Employment. 

But most industries these days operate voluntary agreements, 
up-to-date statistics of which are not always held by these 
Department of Employment offices. 

Again, the rates applicable to the small undertaking (25 
employees and below), of which there are still many (as Bolton 
established), do not appear to figure in the official files. 

It may be useful, therefore, to point out that the most ready 
source, where up-to-the-minute data is readily available, is the 
headquarters, or the regional office, of either the employers’ 
association, or the relevant trade union, of the industry 
concerned. 

We exist to service industry; and are only as far away as the 
telephone. 
| Yours faithfully, 

M. F. ZIMMERMAN, 


Director, 
THE NATIONAL ASSOCIATION OF 
MASTER BAKERS, CONFECTIONERS 


Twickenham, Middx. AND CATERERS. 


Taxation on Compulsory Acquisition 


Str, — A recent decision of the Lands Tribunal in the case of 
S. Rosenberg and Son v. Manchester Corporation would appear 
to create a disturbing precedent in the case of businesses which 
are the subject of compulsory acquisition. 

Briefly, the Lands Tribunal was requested to decide whether 
an allowance for corporation tax should be deducted from 
removal expenses which formed part of the claim for trade 
disturbance. The decision was that, as the removal expenses 
incurred were in the nature of a revenue item and as such 
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could be included in the company’s accounts as an expense 
deductible for tax, the acquiring authority should deduct an 
allowance from the sum claimed in respect of corporation tax. 

This decision would appear to be most unfair, particularly to 
the small company which is most vulnerable to total acquisition. 
Such a situation involves the total removal of the company to 
fresh premises and causes considerable disruption to business 
and profitability. The removal expenses are incurred at the time 
when, due to the actual move, production could be seriously 
curtailed and the income of the company at its lowest, although 
the overheads and possibly outgoings on two properties are in 
fact at their highest. The costs of the move have to be met at 
the time incurred, although the compensation may not be 
received for some time after removal, and hardship to the 
acquiree can be considerable. Admittedly many of these costs 
rank for compensation under the disturbance claim, but under 
the ruling of this case it would appear that the compensation 
payable on a number of items is to be paid net of tax whereas all 
the expenditure incurred represents a gross payment. 

Surely the tax payable by a company is a matter between the 
individual company and the Inspector of Taxes, and this 
should only be settled after the acquisition is completed and its 
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amount deducted for tax in these cases is ever paid into the 
Exchequer or whether in fact it only assists acquiring authorities 
to reduce the compensation payable. 

There would appear to be a further injustice which arises from 
capital gains tax liability on any gain made from the sale of 
property. This applies to forced as well as voluntary sales. 

In many cases a manufacturer may have been carrying on a 
business in freehold premises which, due to a decision by a local 
authority, are required for development for another purpose. It 
may not, however, be possible to purchase an alternative 
freehold property and the company will be required to take new 
premises on lease. In such a case it is most unlikely that all the 
compensation money received will be reinvested in the alterna- 
tive property, leaving a liability to capital gains tax on part of 
the money. This appears to be fundamentally unfair, as the 
acquiree has had the purchase forced upon him, in effect any 
gain made is inadvertent, and there seems to be a strong case 
for the abatement of capital gains tax in the case of a gain made 
through compulsory acquisition. 


Yours faithfully, 
W. D. A. GIBBS, 


full impact on the profitability of the company known. 


As a side issue, it would be interesting to know whether the 


London ECT. 


Executive Council Member, 
THE SMALLER BUSINESSES ASSOCIATION. 


Municipal Treasurers’ Conference 


Varied Agenda at Brighton 


AST week’s annual conference — the 87th — of The Institute of Municipal Treasurers 
and Accountants drew an audience of over 1,500 local authority treasurers and 
chairmen of finance committees to Brighton. In addition to the presidential address of 
Mr J. L. Salt, F.I.M.T.A., extracts from which were published in The Accountant last 
week, the conference agenda offered a range of alternative technical papers to meet 


personal preferences and specializations, 
sessions being divided between the 
Hotel Metropole, the Dome and the 
Corn Exchange. 

The final address, on the Friday 
morning, was delivered by Mr K. Speed, 
M.P., Under-Secretary of State for the 
Environment. 

As announced last week, Mr Wilfred 
Bowdell, B.SC.(ECON.), F.1.M.T.A. (West- 
minster) and Mr T. W. Sowerby, 
F.1.M.T.A., F.S.A.A., D.P.A. (Bromley) have 
been elected President and Vice- 
President, respectively, of the Institute 


for 1972-73. 


Two distinct taxes 


On Wednesday afternoon the conference 
divided into four simultaneous sessions 
for the presentation of technical papers. 

‘Super rating is the front-runner as a 
possible alteration to the traditional 
rating system’; so forecast Mr T. W. 
Sowerby, F.I.M.T.A., D.P.A., ‘Treasurer 
of Bromley, in his paper ‘Taxation and 
the Green Paper’. Pointing to the grow- 


ing tendency in government and local 
government circles to see the rating of 
residents and the rating of industry and 
commerce as two distinct taxes, Mr 
Sowerby pointed out that the principle 
could be employed to produce a grant 
structure which would equalize absolute 
burdens for domestic and non-domestic 
ratepayers separately. He believed that on 
grounds of achieving greater equity and 
buoyancy — and subject to a redistribution 
of government grants — the government is 
prepared to back a winner. 

Confused thinking was how Mr 
Sowerby described the involvement of 
local authorities in distributing personal 
subsidies. “The search for equity of 
taxation within the rating system is a 
fruitless task, and to superimpose upon 
the existing income tax and social security 
systems a further expensive, locally 
administered assessment of ability to pay, 
directed to rebating rates and rents is an 
unnecessary duplication of administrative 
effort and expense.’ 


Apart from super rating, the speaker 
discussed two other measures which 
might achieve greater equity whilst 
improving yield and buoyancy — charges 
on earning non-householders and capital 
values. The Green Paper dismissed the 
former abruptly. Its yield might be small 
compared with the task of registering 
and amending the roll of non-earning 
householders, but the concept is at- 
tractive on grounds other than financial. 
The benefits would come because it 
would attract attention to local affairs 
from a body of people who currently 
do not care about what is done in their 
name under local democracy. 


Control of office work 


In his paper entitled “The control of 
office work’, Mr B. C. Driscoll, 
A.I.M.T.A., group management accountant 
of the Eastern Electricity Board, quoted 
the report of the National Board for 
Prices and Income No. 79 (Electricity 
Supply Industry National Guideline 
Covering Productivity Payments) which 
stated, in paragraph 28: 

‘There are white collar workers, 
notably the clerical staff. In more than 
one recent repogt (e.g., that on insurance 
companies) we have indicated that there 
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is room for the application of work 
measurement techniques to clerical 
work. We see no reason why these 
should not be introduced into the 
electricity industry.’ 


As a result of this report, clerical work 
measurement techniques are now being 
considered in a number of electricity 
boards, and through the Electricity 
Council these are being applied in 
different ways at different levels through- 
out the industry. 

Mr Driscoll pointed out that while 
work measurement is usually seen as a 
necessary preliminary to the introduction 
of incentive payments, the equivalent 
need for planning, measurement and 
control of office work, seems to be 
completely overlooked. In this area of 
work, Parkinson’s Law thrives and there 
is a tremendous scope for the improve- 
ment of utilization of staff. 

The section supervisor is one of the 
key personnel in clerical work and 
identification of this post and of its 
occupant is of the first importance. 
Many supervisors, unfortunately, do not 
supervise. Either because their position 
has not been properly recognized or 
because some supervisors prefer to be 
concerned personally with day-to-day 
tasks rather than concentrate on the 
effective organization of the staff under 
their control. Thus supervisors must be 
trained in their proper task of supervision. 

These obstacles can be removed by, 
first, stressing the true function of the 
supervisor in all stages of discussions 
with senior management, and second, by 
re-allocating the routine work to the 
clerks who are to be supervised. Drawing 
on his experience in the Electricity 
Supply Industry, Mr Driscoll reminded 
delegates that it is particularly important 
to avoid an anticipatory running down 
of staff by departments which expect 
clerical work measurement to show the 
need to reduce staff. The consequence of 
such a happening is that when clerical 
work measurement techniques reduce 
manning levels, staff, although adequate 
for the current work load, can be in- 
sufficient to clear the accrued backlog of 
work. Thus the time-tabling of changes 
is of prime importance. 


Treasurers and inflation 


‘A growing emphasis on seeking reliable 
and credible measures of output in both 
financial and non-financial terms’. This 
phrase might well have summed up the 
paper entitled “Treasurers and inflation’ 
presented by Mr R. H. Gandy, A.1.M.T.A., 
deputy treasurer, Greater London 
Council. Mr Gandy implied that inflation 
distorted the decisions made by local 
authorities and felt that its action in over- 
motivating the borrowing of money is one 
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of its most harmful effects. He pointed 
out that the servicing of past debt is an 
inescapable millstone round the necks of 
present ratepayers (and taxpayers). Where 
the fruits of past capital expenditure are 
enjoyed as part of a trading or quasi- 
trading undertaking, borrowing is valid. 
For other activities he preferred to keep 
loan charges down. Inflation made such a 
forward-looking policy very difficult to 
advocate successfully. 

The expenditure budget must, in 
comparing one year with previous ones, 
be expressed in a common language 
where the meanings. of words have not 
changed. Accounting and costing without 
adjustment for inflation can lead to false 


conclusions and the postulated two 
possibilities : 
(1) To use the current purchasing 


power formula being considered by 
the Institute of Chartered Account- 
ants, 

(2) The IMTA to construct a purpose- 
built index, perhaps one for each 
service. 

‘Unless the unit costs for different 
periods are brought to a constant price 
level they will do no more than permit 
comparisons between authorities during 
the same operating period. But we also 
need comparisons between operating 
periods within the same authority.’ 
The speaker expressed the view that the 
chartered accountants’ CPP formula is of 
limited value to individual firms for the 
purpose of internal control. He preferred 
the second alternative of searching for a 
purpose-built IMTA index worked up, 
service by service. Only in this way can 
a reliable constant price unit cost of out- 
put over consecutive periods be as- 
certained. 


Management and management 
techniques 


A member of the Welwyn Garden City 
Urban District Council and Chairman of 
LAMSAC, Councillor J. McKnight, 
M.B.E., took a local authority member’s 
view of management. While recognizing 
that there would be 1,000 fewer authori- 
ties, the differences would still be enor- 
mous in terms of rateable value, 
population and debt transferred. 

It was important, he said, to dis- 
tinguish between management and 
management techniques. ‘Techniques are 
the tools and to confuse the two would 
be as bad as confusing the artist’s paint 
and brushes with the picture produced. 
He doubted whether the full range of 
techniques would be justified for the 
smaller authorities. Warning against the 
danger of the tendency ‘to keep up with 
the Joneses’ he acknowledged that while 
there would be a place for some of the 
new techniques, nothing would do more 
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harm than their ill-considered application 
irrespective of appropriateness. 

To the Councillor, the weakness of 
local government was excessive depart- 
mentalization with its tendency to the 
proliferation of committees serving 
specific departments and to empire. 
building. Another weakness was men and 
personnel management with too much 
toleration of the unambitious. He strongly 
advocated proper training programmes 
for both staff and members. 

Mr McKnight was unimpressed by 
efforts to aid national economic crises by 
interference with local authority ex- 
penditures and programmes. Such at- 
tempts produced only miniscule results 
and were not worth the upheaval. 


Financing higher education 


On Thursday morning, Professor John 
Vaizey, of Brunel University, presented 
a paper entitled ‘Financing higher 
education’. He believed that a great and 
continuing expansion of higher education 
is a fact, but was cautious about the 
argument that higher education contri- 
butes to a higher rate of national economic 
growth, suggesting that the case had not 
been proved. Nevertheless, expenditure 
on it is justified because people want it. 
Expenditure on higher education will 
therefore continue to grow, but more 


slowly. 
If an increase in the national income 
follows our joining the European 


Economic Community, he would expect 
to see the proportion of resources al- 
located to education rise accordingly. 
While there is no direct measure of output 
for education similar to those used in 
production processes, some kind of 
substitute measure may well be 
discovered, but it would still leave the 
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Professor John Vaizey, M.A., (Cantab.), 
M.A.(Oxon.), D.Tech.(Brunel), of Brunel 
University, speaking on ‘Financing higher 
education’. 
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Mr W. Bowdell, B.Sc.(Econ.), F.I.M.T.A., F.R.V.A., the Institute's new President, centre, in 
conversation with Mr James L. Salt, F.1.M.T.A., the outgoing President, /eft, and Mr Maurice 
Stonefrost, F.I.M.T.A., D.P.A., Secretary of the Institute. 


eventual decision with the politicians as 
to relative priorities. 

He urged his listeners not to make 
false gods of increasing productivity. 
Perhaps education is an area where 
productivity ought to fall. It had been 
repeatedly shown that there was no 
relation at all between smaller classes 
and examination results, but if everyone 
feels that smaller classes are better for 
their children — that is a good reason 
for attempting to reduce class size. 

The system of ‘pooling’ expenditure 
on higher education had been highly 
inefficient. He expressed the hope that, in 
future, each authority will be able to 
handle the costs of its own higher edu- 
cation expenditure. 


SPECIAL DISCUSSION 


On Thursday afternoon, a special dis- 
cussion, for members only, was opened 
by Councillor J. C. McLean, C.B.E., J.P., 
Deputy Leader of Bexley Council. 

Councillor McLean recalled the ex- 
periences of the formation of the London 
Borough of Bexley under London 
Government reorganization and of how 
a Joint Committee of the bodies to be 
amalgamated had been set up. Time 
spent in laying down the future establish- 
ment had been wholly wasted as the 
difficulties of small authorities’ staffs 
attempting to administer a large authority 
in company with unfamiliar colleagues 
had not been appreciated, but the first 
job was to appoint Chief Officers to deal 
with matters of administrative detail 
while the Joint Committee attended to 
matters of policy. 


It was important that the Chairman of 
the Finance Committee should establish 
his influence and that precise directions 
should be laid down as to the officer 
responsible for financial matters and 
advice. Steps should be taken to ensure 
that staff recruitment did not operate to 
the detriment of finance departments. 
The expertise and training of the middle 
range of financial staff made them par- 
ticularly attractive to other departments 
by whom they would be snapped up if 
the opportunity offered. If generous 
compensation terms were available, 
offcers should be allowed to retire — it 
did no favour to the officer to persuade 
him to stay on for a year or two after 
reorganization. 

Councillor A. Cane, of Leeds, felt 
that parochial attitudes would stick and 
that the most diiicult thing would be to 
get councillors to think as members of 
the new authority. The election of new 
members, as time went by, would slowly 
help to cure this situation. Alderman 
Boyce of Newham warned that re- 
organization did not save money - it 
cost money. 

Councillor Mrs McCulloch, of Glas- 
gow, believed that the job of the repre- 
sentative was to determine the policies and 
see that they were carried out. She was 
concerned at the lack of co-ordination 
between spending committees and wanted 
to see more policy committees set up. 

Alderman Bembrose, of Derbyshire 
County Council, considered staff re- 
lations to be of the highest priority and 
that the most important thing was to 
establish communication with staff at 
the earliest possible moment. 
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FINAL SESSION 


On Friday morning, the final session was 
addressed by Mr K. Speed, R.D., M.P., 
Parliamentary Under-Secretary of State, 
Department of the Environment. After 
hearing his expression of the Govern- 
ment’s overall view of the possibility of 
increasing the sources of local government 
revenues, delegates may well have con- 
cluded (not for the first time) that plus 
ca change, plus c'est la méme chose with 
the possible qualification that things 
certainly get no better. 

In place of the ‘howling point’ sug- 
gested by Mr Patrick Jenkin in 1971 as 
indicating the limit of resistance to 
expenditure by ratepayers, Mr Speed 
oftered ‘the amount of pain which rate- 
payers will stand’. The 1971 conference 
was told that the Treasury, if the base of 
local taxation were enlarged, ‘might be 
tempted to take a closer look at local 
authority spending’. This year the con- 
ference was told that ‘the Government 
could not accept a situation where local 
authorities used increased revenue to 
increase expenditure above what was 
acceptable for the public sector as a 
whole — there would have to be com- 
pensatory adjustments’. 

Turning to the planning of current 
expenditure, the Minister said that 
ofticials of his department were already 
working on proposals which would 
provide for annual negotiations each 
covering at least two years ahead and 
which would also make it possible to 
dispense with retrospective adjustments 
of grant calculations. On capital expendi- 
ture, new arrangements for local deter- 
mination of some services and forward 
programmes on others have already 


moved in the direction of less detailed 
control. 
Reorganization presents an oppor- 
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Mr K. Speed, M.P., Parliamentary Under- 
Secretary of State, Department of the En- 
vironment, addressing the conference. 
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tunity for improving the urban environ- 
ment, but even unlimited funds may not 
settle all the problems. In some cases the 
solutions themselves produced further 
problems — urban motorways were an 
example. The situation emphasized the 
need for a total approach. 


WATER INDUSTRY 


On Tuesday afternoon, immediately 
preceding the opening of the conference 
on Wednesday, a session for delegates 
from the water industry was held. 
There were four speakers: Mr E. J. 
Gilliland, ‘Treasurer and Accountant, 
Thames Conservancy; Mr L. R. Gray, 
Clerk and Treasurer, Oxfordshire and 
District Water Board; Mr F. Tolson, 
City Treasurer, Leeds, and Sir Harry 
Page. 

Most of the speakers regretted this 


ACCOUNTANT 


further diminution of local government 
functions. Sir Harry Page regarded the 
suggestion for metering of domestic 
water supplies as out of date and asked 
‘if water supplies are to be centralized, 
why not collect the charge for water 
through national taxation’. 

Mr Gilliland placed emphasis on the 
economic and financial appraisal of all 
future schemes and hoped that regional 
water authorities would use all available 
management techniques especially when 
considering investment in water supply. 
He was critical of the Government’s 
suggestion for financing net capital 
expenditure, feeling that the terms for 
loans from the National Loans Fund 
would not allow the flexibility that at 
present exists within the water industry. 

Mr Gray believed that for quality, 
reliability and price, the present water 
supply in Great Britain could not be 


IMTA Annual Report 


The following are extracts from the 
report of the Council for 1971-72: 


Economic background 
This year, as last, the economic scene 


has been dominated by a continuing 


high rate of inflation, accompanied by 
rising unemployment. These factors have 
had their impact on the public sector, as 
elsewhere. High wage settlements have 
contributed significantly to increases in 
local authorities’ rates and charges for 
services provided by other parts of the 
public sector generally. 

The Government has partly sought to 
restrain inflation by reducing the levels 
of pay rises in the public sector, but this 
effort was set back substantially by the 
pay settlement for the coal miners. Before 
this there had been some evidence of 
slowing down in the rate of wage increases 
in the public sector, whilst price increases 
had generally been contained within the 
s per cent CBI limit up to the time of the 
coal strike. 

One of the ways in which the Govern- 
ment has sought to stimulate the economy 
in the last year has been through taxation 
reductions amounting to some {1,400 
million in a full year and further reduc- 
tion of £1,200 million in the 1972 Budget; 
another is by seeking to stimulate 
employment by increasing public expen- 
diture in certain areas. The limited scope 
of this has revealed once again the difh- 
culty of varying public expenditure 


either upwards or downwards as an 
instrument of public economic policy, 
and indicates that ‘control’ means much 
more than the reduction or containment 
of the general trends in public expendi- 
ture. 


Green Paper 


Following publication of proposals for the 
reorganization of local government in 
England, Scotland, and Wales, the 
Government issued its Green Paper, The 
Future Shape of Local Government Finance 
for discussion in June 1971. 

The Green Paper sets out what is seen 
as the main problem in providing the 
right financial framework for the future, 
that is, the increasing gap between the 
growth of expenditure and the growth of 
rates. The rate of growth of expenditure 
is greater than that of the economy as a 
whole, and the yield from rates tends to 
grow more slowly. The Green Paper 
rejects the possibility of filling the gap 
by increasing rates because it would 
mean for the householder that his rates 
would be growing faster than his income. 
Apart, therefore, from cutting back on 
the growth of expenditure (which is 
rejected as impracticable) or shifting 
some burdens from local to central 
government (which is contrary to Govern- 
ment policy), there are only three possible 
ways of filling the gap: either property 
occupiers other than domestic ratepayers 
must pay more, or the national taxpayer 
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bettered anywhere else in the world. 
Looking at the implications of financing 
methods after regional water authorities 
take over from April 1974, he saw firstly 
the expectation of apparently doubling 
the ‘water rate’, to the alarm and des- 
pondency of the public. Combined with, 
this would go an increase of the demand 
by the commercial and middle class 
for charging by consumption (i.e., meter- 
ing) involving serious expenditure in 
meter provision and changes in the 
incidence of charges, particularly for the 
poorer members of the community. 

In Mr Tolson’s view, the Water Act 
paved the way for turning the supply of 
water into a technically dominated service 
going its own way. He castigated it as 
rubbish to suggest that water mains must 
be laid and tap washers renewed by an 
authority stretching from Cheshire to the 
Scottish border, 


must bear an increasing proportion of 
local expenditure, or new and buoyant 
sources of local revenue must be found. 
The Institute issued its observations 
on the Green Paper in January [1972], 
and they were subsequently published 
in Local Government Finance for April. 
The Institute observations are in two 
parts: the first is a statement on the 
implications of the expressed objective 
of the Government to devolve power to 
local government, the second consists of 
detailed observations on the Green 
Paper. Whilst the Institute does not 
consider it realistic to expect a significant 
devolution of power to local government, 
it does draw attention to the fact that the 
expressed aim of the Government is ‘to 
return power to those people who should 
exercise decisions locally’ (White Paper 
on Local Government in England, para- 
graph 5). This aim is reiterated in the 
Green Paper. In the Institute’s view, the 
phrase ‘devolution of power’ must signify 
that in an important sense local communi- 
ties are to have a greater right than at 
present to decide what they want to do, 
and to have independent access to re- 
sources sufficient to exercise that right. 
The Institute is disappointed that the 
Green Paper does not raise for discussion 
the underlying and admittedly complex 
issued underlying the problem of local 
government finance. It assumes the 
development of the existing administra- 
tive framework, and does not explore 
the possible consequences of alternative 
ways of expressing the financial relation- 
ship between central and local govern- 
ment. Neither does it take a view of the 
longer term problem of local government 
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which will be particularly acute in large 
urban areas. 


Reorganization 


The Local Government Bill at present 
before Parliament provides for the re- 
-organization of local government in 
England and Wales on the basis of the 
proposals contained in the White Paper 
issued early in 1971. The Bill is primarily 
concerned with structure and the dis- 
tribution of powers, and although it 
contains some essential financial provi- 
sions, it is expected that it will be 
followed during the year by a financial 
provisions Bill incorporating the results 
of the discussions taking place on the 
Green Paper on the future shape of local 
government finance. 

The Institute is concerned that there 
should be a thorough-going public review 
of local government finance, and does not 
believe that the Green Paper offers an 
adequate basis for this. It does, however, 
recognize that there is insufficient time 
for such a review to take place and for 
decisions to be made in advance of 
reorganization and that in any event 
reorganization involves its own uncertain- 
ties which will limit the validity of any 
longer-term arrangement which could be 
entered into at present. For these reasons 
it hopes that the decisions made to 
operate from 1974 will be expressed to be 
interim decisions. 

Concurrently with the reorganization of 
local government, the health service and 
the water and sewage services will be 
reorganized. From the local authority 
viewpoint, the transfer of health service 
functions to the Area Health Boards 
and the transfer of water and sewage 
functions to the regional water authorities 
will bring added complications to their 
other structural changes. But each of 
these reorganizations on its own will be a 
major change in the organization of the 
country’s public services, and will present 
challenging problems to those engaged in 
them. 


Accounting practice 


The Institute last year issued a statement 
‘Local Government Accounting in the 
Future’, outlining the main matters to 
which it proposed to direct attention in 
giving information, and making recom- 
mendations on accounting standards, 
practices, and definitions. This was in the 
context of the new demands being made 
on accounting systems arising from the 
use of emerging management techniques, 
and other additional or revised infor- 
mation requirements of both central and 
local government. The Institute attaches 
particular importance to this work. 

The Institute has commissioned a 
study on the problems of inflation as they 
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affect local and public finance with the 
object of making recommendations on 
its treatment in budgets and accounts. 
This study is being undertaken by a group 
of members of the North Western 
Associates’ Section. The Institute in 
collaboration with the Department of 
Health and Social Security and the 
Association of Directors of Social Ser- 
vices has issued recommendations on the 
outline form of accounts for social ser- 
vices. The new form of accounts will be 
the subject of detailed recommendation 
as soon as possible. 

The Accounting Executive will be 
making recommendations on highways 
accounts in the light of the Marshall 
Committee report and on direct works 
organization accounts. The Executive 
proposes to consider new recommenda- 
tions on housing accounts consequent 
upon the introduction of the new statu- 
tory arrangements for housing finance. 
It is also considering the accounting 
treatment of central administrative ex- 
penses and accounting arrangements for 
activities under the Local Authorities 


(Goods and Services) Act. 


Audit of local authority accounts 


The Institute has previously issued its 
views on the statutory arrangements for 
the audit of local authority accounts. It 
advocates a full choice for local govern- 
ment between district audit and private 
audit. It does this because it believes that 
choice would be in the best interests of 
the local authorities and the public, and 
not from a consideration of the relative 
merits of the two systems. Private 
professional audit is accepted for a wide 
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range of organizations, both in the private 
and public sectors. The continued in- 
clusion of local authorities within this 
range would be an assurance to the public 
that the standards of financial integrity 
of local authorities were subject to the 
same independent scrutiny as those of 
many other organizations. The Institute 
considers that the independent audit of 
the stewardship of the finances of indi- 
vidual local authorities is best safeguarded 
if both the District Audit service and 
private professional auditors are regarded 
as competent to audit the accounts. 


Statutory position of the 
treasurer 


At present, local authorities are required 
by law to appoint a treasurer. Under the 
Local Government Bill, this requirement 
will be repealed, together with similar 
requirements to appoint other officers, 
although certain such requirements are 
retained. The Institute believes that each 
local authority should have the power to 
determine its own management structure, 
unconstrained by statutory requirements 
for the appointment of any particular 
named committees or officers. 

In the Institute’s view the simple 
provision of a statutory requirement that 
every local authority should appoint a 
treasurer does not, of itself, ensure the 
maintenance of standards of financial 
administration and financial integrity. 
Consequently, if the statutory position 
of the treasurer is removed at the same 
time as other changes are made to the 
management structure of local authorities, 
the Institute considers that the standards 
of financial integrity will be at risk. 
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Mr James L. Salt, F.I.M.T.A., the outgoing President, presents Mr R. G. Morgan, B.Com. 


F.1.M.T.A., Town Clerk of Brighton, with the Sir Harry Page Merit Award for his work for the 
improvement in accounting standards in local government. 
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Council Notes - Points of Interest from June Meeting 


MEETING of the Council of The 

Institute of Chartered Accountants 
in England and Wales was held on 
Wednesday, June 7th. 


Election of office holders 


Mr D. S. Morpeth, T.D., B.COM., F.C.A., 
was elected President, Mr E. K. Wright, 
M.A., F.C.A., Deputy President, and Mr 
K. J. Sharp, T.D., M.A., F.C.A., Vice- 
President, for the ensuing year. The 
installation speeches are reproduced else- 
where in this issue. 

Mr Morpeth then took the chair as 
President and matters considered in- 
cluded the following: 


Council representatives and 
district societies meeting 


The annual meeting between repre- 
sentatives of district societies and of the 
Council will be held at 11 a.m. on Mon- 
day, November 6th, 1972. 


Authorized depositories 


Practising members who wished to be 
considered for inclusion on the list of 
authorized depositories were invited to 
apply to the Institute in September 1971. 
The Treasury has now agreed that 
practising members and firms, who are 
active in investment work and prepared 
to give the appropriate undertakings, will 
__ be considered for appointment as author- 

ized depositories. The members who 
expressed a wish to be considered have 
been invited to complete the Treasury 
undertaking in respect of their duties and 
responsibilities. 


Professional indemnity insurance 


Eight hundred practising firms have 
insured under the Institute’s Professional 
Indemnity Insurance Scheme during its 
first year of operation. There is evidence 
that the scheme is having a stabilizing 
effect on the market. 

The scheme brokers have assisted a 
number of firms through their advisory 
service and have held discussions on the 
problems of professional indemnity with 
several district society groups. They have 
now agreed to advise member firms on 
minimum limits of indemnity for insur- 


ance purposes, factors affecting this, high 
risk areas and the increased cover which 
such areas necessitate. Members seeking 
such advice should contact the scheme 
brokers, C. T. Bowring and Muir 
Beddall (Home) Ltd, The Bowring 
Building, Tower Place, London 
EC3P 3BE, telephone number o1-283 
3100. 

The covers on which the Institute 
scheme are based have been renewed for 
a further period of twelve months 
without any increase in the rate of 
premiums charged. The number of 
partners and staff is no longer the sole 
criterion for assessing premiums for 
excess layers. Additional factors now 
taken into account are geographical 
area, fee income and the nature of that 
income. This should give a more realistic 
basis for premium assessment in the 
future. 

Consideration has been given to 
whether members, insured under the 
Institute scheme policy, are covered 
against the risks of subcontracting clients’ 
work, both for negligence of sub- 
contractors and for breach of trust or 
confidence. 

In the case of negligence of sub- 
contractors, it appears that members 
insured under the scheme are adequately 
indemnified, whether or not the sub- 
contractors are legally defined as em- 
ployees or agents. 

In the case of breach of trust or 
confidence, counsel’s opinion is that a 
member would be guilty of a breach of 
confidence if he subcontracted work 
without the consent of his client where 
such subcontracting involved disclosure 
of information about the client’s affairs. 


Underwriters are reluctant to cover this 
unless members obtain clients’ permission 
or ensure the anonymity of any work 
subcontracted out. 

Members’ attention is therefore drawn 
to the view of underwriters that those 
who subcontract work without the clients’ 
consent are unlikely to be indemnified 
under the scheme against any claim 
which might arise from damage suffered 
by the client as a result of disclosure by a 
subcontractor (whether accidental or the 
deliberate act of a dishonest employee) 
of the clients’ affairs to a third party. 


Accounting for extraordinary 
items 


Following reconsideration of the exposure 
draft Extraordinary items and prior year 
adjustments, published in August 1971, 
the Accounting Standards Steering Com- 
mittee will be publishing a revised draft 
entitled Accounting for extraordinary 
items, on July 6th, 1972. Copies will be 
available on that date price rop (post and 
packing sp) and will be dispatched to 
members to arrive on July 6th, if cash 
with order is received in advance. 


VAT 


Further discussions are being held with 
the Board of Customs and Excise on 
points which require additional clarifica- 
tion in relation to the introduction of 
value added tax. 


EEC 


Useful changes of information and views 
on EEC matters are continuing to take 
place between Institute representatives 
and officials of the Department of Trade 
and Industry, the Commission and other 
organizations. 


UEC 


Following the death of Monsieur Jean 
Wisner on Friday, May 5th, messages of 
condolence were sent by the President 
and the Chairman of the Overseas 
Relations Committee. M Wisner was 
elected President of UEC in January last. 
A new President will be elected at the 
next meeting of the Assembly of Dele- 
gates towards the end of this year, and in 
the meantime, Mr A. F. Tempelaar 
(Holland) is acting as President. 


Admissions to membership 


The Council granted 53 applications for 
admission to membership of the Institute. 


Exclusion expunged 


It was agreed that the exclusion from 
membership of Mr Frederick William 
Fox, F.C.A., of 22 Founders Road, 
Richmond, PO Glenville, Bulawayo, 
Rhodesia, by the Disciplinary Committee 
on November 4th, 1971, for non-payment 
of subscription should be expunged from 
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Institute records, as notification has now 
been received of Mr Fox’s death in 1970. 


Members present 
The following members of the Council 
attended the meeting: 


- Mr D. S. Morpeth, T.D., President, in the 
Chair; Mr E. K. Wright, Deputy President; 
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Mr K. J. Sharp, T.D., Vice-President; Messrs 
J. A. Allen, D. E. M. Appleby, B. D. Barton, 
Sir Henry Benson, G.B.E., Messrs D. A. 
Boothman, L. H. Clark, D. A. Clarke, J. D. 
Cormie, C. Croxton-Smith, P. H. Dobson, 
S. M. Duncan, Professor H. C. Edey, Messrs 
S. Edgcumbe, J. Forbes, E. J. Frary, J. P. 
Grenside, R. F. Griffiths, W. Hare, M. R. 

arris, J. S. Heaton, J. A. Jackson, G. B. 
Judd, R. O. A. Keel, S. Kitchen, Sir Ronald 
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Leach, c.B.E., Messrs M. G. Lickiss, B. A. 
Maynard, W. R. McBrien, E. C. Meade, 
W. G. Medlam, S. A. Middleton, W. Bertram 
Nelson, c.B.E., E. J. Newman, D. G. Richards, 
D. W. Robertson, E. C. Sayers, R. G. Slack, 
H. G. Smith, G. Tattersall-Walker, C. C. 
Taylor, R. P. Tovey, A. H. Walton, D. N. 
Walton, J. Whitehead, R. G. Wilkes, o.B.E., 
T.D., S. P. Wilkins, J. C. Montgomery 
Williams, R. G. Wilson. 





Disciplinary Proceedings 


Disciplinary Committee Hearings on 4th May 1972 


r. Donald John McGregor, F.c.A., of 
739 Avenue Road, Foresthill, ‘Toronto 7, 
Ontario, Canada, having been found 
guilty of acts or defaults discreditable 
to a member 


(a) In that he between Ist January 
1967 and 19th April 1968 illegally 
conspired with a client to commit 
an oflence under the Canadian 
tax laws namely to seek to evade 
payment of tax by a company by 
including in its expenses fictitious 
expenses in the amount of $100,000 

(b And in that he between Ist 
January 1967 and 3oth April 1969 
illegally conspired with a client to 
commit an offence under the 
Canadian tax laws namely to seek 
to evade payment of tax by an 
individual by the omission from 
the individuals Tax Return of 
income in the amount of $100,000 


was EXCLUDED from membership. 


2. Jayantilal Sankalchand Shah, F.C.A., 
of 28A Devonshire Street, London WI, 
having been found guilty of acts or 
defaults discreditable to a member 


(a) In that he on or about 23rd 
November 1966 signed a certificate 
under the Accountant’s Certificate 
Rules 1946 to 1956 in respect of 
the accounts of a solicitor to the 
eftect that during the period Ist 
April 1965 to 31st March 1966 the 
said solicitor had complied with 
the provisions of the Solicitors’ 
Accounts Rules 1945 save for 
trivial matters, whereas as he well 
knew, or ought to have known, the 
said solicitor had not complied 
with Rule ro of the said Rules in 
that he had not maintained such 
books and accounts as would 
comply with the said Rule ro 

(b) And in that he on or about 4th 


April 1967 signed a certificate 
under the Accountant’s Certificate 
Rules 1946 to 1956 in respect of 
the accounts of the solicitor re- 

ferred to in (a) above to the effect 
that during the period rst April 
1966 to 31st March 1967 the said 
solicitor had complied with the 
provisions of the Solicitors’ Ac- 
counts Rules 1945 save for trivial 
matters, whereas as he well knew, 
or ought to have known, the said 
solicitor had not complied with 
Rule ro of the said Rules in that 
he had not maintained such books 
and accounts as would comply 
with the said Rule ro 


(c) And in that he on or about 
3rd December 1968 signed a 
certificate under the Accountant’s 
Certificate Rules 1946 to 1956 in 
respect of the accounts of the 
solicitor referred to in (a) above 
to the effect that during the period 
ist April 1967 to 31st March 
1968 the said solicitor had com- 
plied with the provisions of the 
Solicitors’ Accounts Rules 1945 
save for trivial matters, whereas 
as he well knew, or ought to have 
known, the said solicitor had not 
complied with Rule ro of the said 
Rules in that he had not maintained 
such books and accounts as would 
comply with the said Rule ro 


(d) And in that he without good cause 
failed within a reasonable time to 
reply to a letter addressed to him 
in his professional capacity on 
2nd February 1971 by the Law 
Society 

(e) And in that he without good cause 
failed within a reasonable time to 
reply to a letter addressed to him on 
4th November 1971 by the In- 
stitute 


was EXCLUDED from membership. 


3. Arnold Forrester, F.c.A., of 30 Brown 
Street, Manchester M2 2JF, having 
been found guilty of acts or defaults 
discreditable to a member 
(a) In that he without good cause 
failed within a reasonable time to 
reply to a letter dated 1st Decem- 
ber 1970 addressed to him in his 
professional capacity by the Execu- 
tor and Trustee Department of a 
bank 
(b) And in that he without good cause 
failed within a reasonable time to 
reply to a letter dated 20th Sep- 
tember 1971 addressed to him in 
his professional capacity by the 
Executor and Trustee Department 
of the said bank 
(c) And in that he without good cause 
failed within a reasonable time to 
reply to a letter dated 21st Decem- 
ber 1971 addressed to him by the 
Institute 


Was REPRIMANDED. 


4. John Alan Chisholm Will, F.c.a., of 
14-15 George Street, Brighton, BN2 
ISB, Sussex, having been found guilty of 
acts or defaults discreditable to a member 


(a) In that he without good cause 
failed within a reasonable time to 
reply to a letter addressed to him 
in his professional capacity on 
5th January 1971 by one of Her 
Majesty’s Inspectors of 'T'axes 

(b) And in that he without good cause 
failed within a reasonable time to 
reply to a letter addressed to him 
in his professional capacity on 
28th April 1971 by a firm of 
chartered accountants 

(c) And in that he without good cause 
failed within a reasonable time to 
reply to a letter addressed to him 
in his professional capacity on 
14th December 1971 by a firm of 
solicitors 

(d) And in that he without good cause 
failed within a reasonable time to 
reply to a letter addressed to him 
on 18th November 1971 by the 
Institute 


Was REPRIMANDED. 
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London Students Vociferous 


Lively Eighty-ninth Annual Meeting 


oo was a good attendance at the 89th annual general meeting of The Chartered 
Accountant Students’ Society of London held on Tuesday of last week at the 
Chartered Insurance Institute, with the President of the Society, Mr G. R. Appleyard, 
F.C.A., presiding over a gathering which overflowed into all available space around the 
room. It was clear that although this meeting had been preceded by 88 similar 
meetings throughout the years, many students thought it was likely to be spirited, and 


in the event they proved to be very right. 
No verbal punches were pulled and 
there was no hesitation on the part of 
those with contributions to make to seek 
the President’s eye and to hold forth 
with strength and to the point. 


Report and accounts adopted 


The President first explained to the 
meeting the procedure which he proposed 
to adopt on taking a vote on any of the 
resolutions, and the Chairman of the 
Committee, Kevin Lennon, then sub- 
mitted his report (‘Roundabout’, May 
25th) and the accounts of the Society for 
the year ended December 31st, 1971. This 
was followed by a very full discussion and, 
on the Chairman’s proposition, seconded 
by John Underhill, M.A., A.C.A., Chairman 
of the Management Sub-Committee, the 
report and accounts were adopted. 


Presidency of the Society 


The following two resolutions: 
that a President should not be eligible for 
re-election for the year following that for 
which he was first elected, though he would 
be eligible for re-election in subsequent 
years provided none of them were con- 
secutive: 

and 
that the President should be elected from 
among the Vice-Presidents. 

were, after discussion, withdrawn by the 

proposer. 


Interests of members 


Paul A. Hendrick proposed the following 
resolution, which was seconded by G. Q. 
Chaudry: 

that this annual general meeting notes the 

continuing failure of The Chartered Ac- 

countant Students’ Society of London to 
effectively promote the educational, social, 
material and general interests of its mem- 
bers. 

This annual general meeting believes that 
this results in part from: 

— the emphasis placed by the Committee 
on providing limited educational courses 
and facilities as an adjunct to an inade- 
quate educational system rather than 
concentrating on trying to radically 
alter that system; 

— the failure of the Committee to organize 
effectively to improve the conditions of 
employment of its members; 

— the reliance of the Committee on negotia- 





tion at a level remote from the member- 
ship, rather than attempting to effectively 
organize and involve the membership in 
the work of the Society in an attempt to 
transform the Society into an effective 
pressure group. 

This annual general meeting considers 
that the work of the Society could be 
improved by: 

— greater use of general meetings and the 
Firms’ Representatives Sub-Committee 
to involve the membership more in the 
decision-making processes of the Society. 

— campaigning at ‘firm level’ for improve- 
ments in the conditions of employment of 
the membership. 

In furtherance of these objectives this 
annual general meeting instructs the 
Committee to institute an ongoing campaign 
aiming at a minimum {£1,100 per annum 
starting salary for its members, this cam- 
paign to be co-ordinated by the Firms’ 
Representatives Sub-Committee and to 
concentrate on selected firms with very low 
salaries. 

Paul Hendrick held that a new strategy 
was required for the Society’s educational 
system which was the most ‘cockeyed’ he 
had ever seen. 
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It was inert, inhuman and inefficient. 
The system was geared to cramming. It 
was inhuman because the pass rate was ‘on 
quota, not achievement’; and inefficient 
because it did not really test ability. 

He thought the Institute had successfully 
ignored all the major developments in 
education in the last 50 years. š 

Conditions of employment for their age 
group were probably the worst, he said, 
and he urged members to formulate 
policies on general management. To 
achieve this, he suggested they should use 
the Firms’ Representatives Sub-committee 
who should use effective publicity and 
lobby MPs. 

‘Most of all, we have got to represent 
the members at their places of employ- 
ment’, he added. 

Although there was a minimum salary 
policy there had been no effective action 
to implement this. Articled clerks’ salaries 
within the Institute reflect the ethical 
and Christian basis of the profession — ‘‘to 
him that hath shall receive, to him that 
hath not shall be taken away”. 

“We have to fight for a decent education 
and standard of living’, he concluded. 


Splendid intention 


Peter Pennington Legh, Chairman of the 
Planning and Research Sub-committee, 
said he thought that the intention was 
splendid and was precisely what a new 
administration was intended to do. ‘I 
believe the only way to do this is to have a 
status. From the day you are articled you 
are a junior professional. The student 
society has an obligation towards you and 
you have an obligation to the profession’. 
He suggested they should make them- 
selves into a junior professional body. 
Robin Thomas, said he was sorry to 
see the way the Institute had moved since 
the war, and it was a pity that the number 
of accountants had increased so much. 
He thought that in 20 years’ time there 





Kevin Lennon, Chairman of the Society, dealing with one of the many questions on the future 


of the Society. 
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would be far too many accountants. 

He disliked the idea of a salary of £1,100. 
In the thirties, one paid a premium to get 
into the profession. ‘I really don’t see why 
we should not go back to that sort of 
situation. 

‘Looking at similar professions, we are 
paid higher than solicitors’ articled clerks. 
Bar students certainly do not get paid 
during their three years’ study and 
fortunately they still retain the fee of 100 
guineas for pupilage’. 


Look back 


He thought the Institute was going the 
wrong way. It should try to look back to 
the 1920s and 1930s. ‘By creating a 
peerage among accountants we would have 
a much better, healthier and smaller 
accountancy profession in the future’, he 
said. 

He did not think that overseas students 
should be admitted to the Institute as it 
was not a world-wide body. 

Replying, Kevin Lennon said that any 
member who had problems on education 
and training had only to approach the 
Institute or the Students’ Society, where 
machinery existed to help them. 

‘I believe Mr Hendrick has come along 
this evening with the misguided intention 
of hoping to solve your problems with the 
stroke of one resolution. This will not help 
you’, he said. 

“Your society has spent a lot of time on 
the problems our members face.’ The 
resolution was put to the vote and carried 
by 42 votes to 27 votes. 


Unionization 


Paul Hendrick also put the following 
resolution which was seconded by S. 
Ampalavanar: 
that this annual general meeting notes with 
concern the opposition expressed by officials 
of The Chartered Accountant Students’ 
Society of London to unionization of the 
Society without any attempt at prior 
consultation with the membership in a 
general meeting. 
This annual general meeting believes that 
becoming part of a trade union would be in 
the best interests of the membership and 
instructs the Committee to do all in its 
power, both through the Association of 
Chartered Accountant Students’ Societies 
and by direct negotiations, to achieve this 
object, reporting back to a special general 
meeting of the Society before any final 
decision is taken. 
This resolution was widely discussed. 
Kevin Lennon said that as he had pointed 
out in his report, the Committee had 
decided that unionization was not in the 
interests of Society members at the 
moment. 

Last December, he continued, the 
Association of Chartered Accountant 
Students’ Societies had met Mr Clive 
Jenkins in London to discuss the implica- 
tions of the Industrial Relations Act with 
members of other student societies. Mr 
Jenkins explained that unions could only 
help when there were sufficient members 
in a particular firm. He did not think that 
his union, the Association of Scientific, 
Technical and Managerial Staffs, could be 
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Peter Pennington Legh, Chairman of the 
Society's Planning and Research Sub- 
Committee and President of ACASS, speaking 
at the meeting. Seated, Mr Kenneth Wright, 
M.A., F.C.A., Deputy President of the In- 
stitute. 


effective in helping members of the smaller 
firms in London registered with the 
Society. 

This, Kevin Lennon said, was one reason 
for deciding that unionization was not the 
way round their problems. Paul Hendrick 
disputed that trade unions existed simply 
to cause strikes and saw no reason why a 
union should not be able to negotiate with 
the Institute. Unions had negotiated with 
many austere bodies in the past, he said. It 
was also ridiculous to say that a trade 
union could not influence educational 
policy, or that with the Society’s 8,000 
members, a union could not help those in a 
small firm. 

Reiterating that unions were not 
simply strike-mongers, he pointed out that 
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The President of the Society, Mr G. R. Appleyard, F.C.A., addressing the meeting. 
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the Junior Hospital Doctors’ Association 
was a professional body and yet to get 
something done they had formed their own 
union. Their institute had listened to them, 


he said. 


Impartiality of a professional man 


David Steeds said he wanted to destroy 
the belief that unionization would kill 
professional ethics. One of the marks of a 
professional man was that he should be 
impartial. For too long accountants had 
been assumed to be management-biased. 
‘To be a unionist does not mean that we 
are left-wing or socialists. It is merely to 
recognize that there are two sides in every 
trade. 

‘I think we would be a weak union if we 
were unable to help the small firms’, he 
said. 

Kevin Lennon replied that an article 
in The Accountant (February 17th) ex- 
plained briefly the disadvantages that it was 
felt existed in the idea of members joining 
a union. Mr Hendrick, as with all mem- 
bers, was perfectly free to join a union if 
he wished. He thought Mr Hendrick had 
suggested a solution to a problem about 
which he knew very little. 

The motion was lost. The London 
Students? Society led the opposition 
against unionization for its members 
since the idea was first mooted last 
December. In March they carried ACASS 
with them and now the defeat of this 
motion is recognition of their correct 
interpretation of members’ feelings. 


New rules for the Society? 


Again Paul Hendrick proposed a resolution, 
seconded by G. Q. Chaudry: 


that this annual general meeting considers 
that the rules of the Society in their present 
form limit excessively the scope of the 
Society’s activities and militate against 
effective participation and involvement of 
the membership in the work of the Society. 

To remedy this failing this annual general 
meeting hereby sets up a special sub- 
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committee consisting of five student mem- 

bers to be elected by and from the annual 

general meeting by the system of single 
transferable vote to draw up a new set of 

rules for the Society and to report back to a 

special general meeting within four months 

with their recommendations. 

The resolution, with the word ‘six’ 
substituted for the word ‘four’ in the last 
line agreed as an accepted amendment, 
was then put to the meeting and was 
carried by 39 votes to 32 votes. 


Election of a special 
sub-committee 


Arising from the foregoing resolution, 
the Chairman called for nominations, of 
which fourteen were received; he said that 
the votes would be counted and the results 
posted in the library as soon as possible. 


Re-election of 
President for 1972-73 
On the proposition of Peter Pennington 


Legh, seconded by Jeffrey Lawson, A.C.A., 
Mr G. R. Appleyard, F.c.A., was un- 
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animously re-elected President for 1972-73, 
the meeting expressing their appreciation 
of his services to the Society. 


Membership of the Committee 


The Chairman announced that there were 
II vacancies in the membership of the 
Committee and that six candidates had 
been proposed, their names being J. S. 
Critchlow, A.c.a., C. R. O’Connor, D. F. 
Pearson, R. J. Shire, A.c.a., 8. C. Cowley 
and W. H. W. Dorman. 

With the approval of the meeting these 
candidates were declared duly elected 
members of the Committee. 


Challenge Shieid for the 
Business Vlanagement Game 


The President expressed his great regret 
that, in spite of a firm promise of delivery, 
the shield had not yet arrived; and he was, 
therefore, unable to present it to Mr 
Bernard Stevens, Captain of the winning 
team from Messrs Barron, Rowles & Co, 
on this occasion. 


ICA Admission Fee 


THE proposal currently before the Council 
of The Institute of Chartered Account- 
ants in England and Wales to raise the 
admission fee for membership from £21 
to £50 is the subject of a leading article in 
this issue of The Accountant. 

ACASS is opposing the proposal 
which it regards as ‘unreasonable and 
represents further taxation of students 
who have worked towards qualification, 
enduring bad working conditions, res- 
trictive conditions of employment and 
suppressed remuneration’. A memo- 
randum is being circulated to all member 
societies in which ACASS states its case 
as follows: 

The Institute supports its suggestion with 
these arguments: 

(1) The last change was in 1966. 

(2) The larger the entry fee, the more 
respect and participation will be 
gleaned from application. 

(3) The fee represents consideration for 
the accumulation of standards. 

(4) £50 will increase identity and make 
the step more important in the 
lives of those seeking admission. 

(5) Other bodies have larger admission 
fees than the Institute. 

(6) They need the money. 

ACASS contends that: 

(1) The entry fee should be sufficient 

to cover the costs of processing 


applications and no more. A 
premium on admission is unac- 
ceptable, yet to more than double 
this premium is an unfair way of 
swelling funds. 

(2) A profit on students account is 
equitable, particularly considering 
the opportunity costs of training for 
the profession and the amount of 
Institute involvement. ‘The cost of 
the Preliminary Certificate plus 
examination fees is £41 — before 
the student pays for his own edu- 
cation. 

(3) The admission fee, being non- 
allowable for tax purposes, should be 
replaced, perhaps by the costs of 
processing which may be allowable 
or increased subscription in earlier 
years. (The actual cost before tax is 
£72, before the subscription.) 

(4) The revenue which the Institute 
wishes to raise by increasing the fee 
could be obtained by improved use 
of differentials in subscription rates 
rather than taxing applicants. 

(5) The student is in a profession from 
the day he is articled even though he 
is not admitted to membership. (He 
is a member of a student society and 
a firm.) To greet him upon his 
success in the Final examination 
with such a punitive sum is to 
demand more golden eggs from a 
weary goose. 
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BYSTANDER’S COLUMN 
— contributed 


Unions 


HERE is nothing inherently wrong 

with unions, nor with people joining 
a union. Yet when the Association of 
Chartered Accountant Students’ Societies 
announced some time ago that it was then 
having talks with various unions in order 
to investigate their advantages and dis- 
advantages, a furore erupted. 


People in the professions in the UK 
don’t seem to share the premise stated 
at the beginning of the column; rather 
they start from the assumption that 
unions are inherently wrong. ‘This view is 
not widespread: in Sweden, everyone 
belongs to a union — from the parson to 
the government minister; and in South 
Africa unionization is only denied to 
its coloured population. I suppose that 
most of the odium surrounding unions 
stems from their political ideology and 
indeed there should really be no need for 
unions in the professions. 


The professional associations, such as 
The Institute of Chartered Accountants 
in England and Wales and the Law 
Society, should see that their members 
and their students earn a decent wage. A 
former President of the Institute once 
said to me that they would never apply to 
the Department of Trade and Industry 
for a monopoly of auditing because to do 
so would lead to regulation of the fees 
charged. 


As a partner in one of the world’s 
leaciag firms, he would probably see 
his own income reduced whilst the 
small practitioners would probably have 
their incomes increased by such govern- 
mental regulation. Until the Institute 
cares for its smaller members, unions 
will continue to be attractive. 
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| Notes 
and 
Notices 
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PROFESSIONAL NOTICES 


BrrKETT Wesson, Chartered Account- 
ants, of 20-21 Princes Street, Hanover 
Square, London WIR 8PX, announce 
that Mr R. C. PENFOLD, A.C.A., has 
been admitted to the partnership with 
effect from June Ist, 1972. 

FRANK WILKINSON & Co, Chartered 
Accountants, of 346 Chester Road, 
Manchester 16, announce that their 
practice will move to new office premises 
as from June rgth, 1972, and from that 
date their address will be Didsbury 
House, 748 Wilmslow Road, Didsbury, 
Manchester 20. 


APPOINTMENTS 


Mr. B. P. Berlanny, F.c.A., has been ap- 
pointed to the board of Whites General 
Cleaning Co, of Portsmouth. He retains 
his position as company secretary. 

Mr Theo Dengel, F.C.M.A., group 
financial controller of the Bemrose Cor- 
poration, has joined the board of the 
company. 

Mr J. N. Ferguson, M.A., B.COM., C.A., 
F.C.M.A., J.DIP.M.A., chairman and man- 
aging director of BSR, has been ap- 
pointed a non-executive director of 
Associated Engineering. 

Mr Gerald Gould, A.c.c.a., has been 
appointed finance director of the Trans- 
porter Division of Clarke Chapman- 
John Thompson Ltd. 

Mr David Hardy, F.c.A., has been 
appointed to the board of Tate & Lyle as 
group finance director. 

Mr Arthur Henderson, F.c.A., has been 
appointed a non-executive director of 
ABM Industrial Products Ltd. 

Mr J. R. Anthony Nottingham, A.C.A., 
has been appointed a managing director of 
Murray Johnstone & Co, the Glasgow- 
. based investment managers. 

Mr Douglas Oliphant, C.A., F.C.M.A., 
has been appointed to the board of 
Hanson Trust. 
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Mr A. E. S. Smith, F.c.M.A., M.B.I.M., 
has been appointed finance director of 
Brook Motors, a Hawker Siddeley 
Electric company. 


Mr Richard J. Sidley, A.C.A., has been 
appointed group chief accountant of 
London & Midland Industrials. 


Mr Jeff Wood, CA. has been ap- 
pointed marketing director of Winthrop 
Laboratories, a division of Sterling- 
Winthrop Group. 


DOUBLE TAXATION 
AGREEMENT 


United Kingdom/Malaysia 


Talks were held in London from May 
22nd to June 2nd about a new Double 
Taxation Agreement between the United 
Kingdom and Malaysia. Agreement was 
reached at the official level on the text, 
subject to any amendments which may 
be needed in the light of the proposals for 
corporation tax reform at present before 
the United Kingdom Parliament. 


ICA DEVELOPMENT POLICY 


The committee of the South Eastern 
Society of Chartered Accountants re- 
cently appealed to members of the Society 
for their views on the Institute’s develop- 
ment policy, and as a result of the 
response the following recommendations 
have been made to the Institute’s special 
committee. These are not necessarily 
the opinions of the Committee of the 
South Eastern Society, who continue 
to have the matter under review. 


Objectives. There should be included an 
objective ‘to safeguard the interests of 
members’. 


Service to public. A substantial period of 
practical training should be maintained in 
any variation of the educational system. It 
was considered that the profession should 
not aim to be an exclusively graduate 
profession. 

Service to members. The following additions 
were recommended (i) an Office Advisory 
Service, (ü) Encouragement for chartered 
accountants to specialize as consultants not 
in practice, and to be allowed to publicize 
their function. 

Self-financing activities. An effort should be 
made to provide lower cost courses (less 
opulent) so that the smaller practitioner 
should not be excluded by reason of cost. 

Relationship with other bodies. 'The members 
emphasized that in their “pinion there was 
never a vote against integration but a vote 
against a package scheme in respect of 
which many of the details were unacceptable. 

Financial implications. The proposed admission 
fee was considered excessive and the 
differential relating to the five-year member- 
ship inappropriate. The admission fee 
should be reduced and the appropriate 
amount adjusted on one subscription 
regardless of years of membership. 


SHEFFIELD SOCIETY’S YEAR 


Although, according to the annual report 
of The Sheffield and District Society 
of Chartered Accountants for the year 
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ended December 31st, 1971, the Society’s 
membership increased from 743 to 
761, the accounts for the year under 
review are giving concern. 

There was a deficit of £182 on the 
general account which will be recovered 
from the Institute in their grant for 1972. 
However, in view of the proposals to 
change the existing system of calculating 
grants and replace it with a standard per 
capita sum based on the Society’s potential 
membership, moneys received from this 
source might be substantially reduced 
which could result in financial difficulties. 

Development of the work being carried 
out by the Accounting Standards Steering 
Committee has been an item of major 
importance to all members of the In- 
stitute during the past year, and the 
Sheffield Technical Advisory Committee 
and its sub-committees have devoted 
much time and effort to the study of the 
various papers issued during the year. 

The business programme for the 
year consisted of three one-day courses, 
two evening meetings (held jointly with 
the Sheffield Branch of the ICMA), a 
two-day residential course and luncheon 
meetings. A one-day business game was 
also arranged and the Smaller Prac- 
titioner Liaison Committee met six 
times during the year and enjoyed free- 
ranging discussions on topics of current 
interest. 


BIRMINGHAM SOCIETY'S NEW 
PRESIDENT 


Mr Charles Anthony Lee, F.c.A., has 
been elected President of the Birmingham 
and West Midlands Society of Chartered 
Accountants. 

Born in Wolverhampton and educated 





at the Royal Wolverhampton School, Mr 
Lee joined the Territorial Army as a 
gunner in 1939 and was commissioned 
in the Royal Corps of Signals in 1941, 
shortly after his nineteenth birthday. 
He served in North Africa and Italy and 
was demobilized in 1946. 


He joined Charlton & Co, of Bir- 
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mingham, in 1949, becoming a partner 
in 1955; this firm being merged in 1967 
with Newman, Biggs & Co, and more 
recently with Josolyne Layton-Bennett 
& Co. Mr Lee was Secretary of the 
Birmingham and West Midlands Society 
in 1969-70. 
Other officers of the Society for 1972- 
73 are as follows: 
Vice-President: Mr N. J. Masterton, F.C.A. 
Secretary: Mr J. R. Adcock, F.c.A., Fountain 
Court, Steelhouse Lane, Birmingham. 
Treasurer: Mr P. R. Dallow, F.c.a. 
Librarian: Mr A. G. Piper, B.COM., 
].DIP.M.A. 
Dinner Secretary: Mr I. J. S. Tosh, F.c.A. 


Assistant Secretary and District Information 
Officer: Mr M. D. Stirling, F.c.a. 


F.C.A., 


CONTROL AND AUDIT OF 
COMPUTER SYSTEMS 


Those members of The Institute of 
Chartered Accountants in England and 
Wales concerned with the control and 
audit of computer systems are reminded 
that from September 23rd to 26th, the 
Institute is holding an intensive residen- 
tial course on the subject at Churchill 
College, Cambridge. 

Through lectures and five inter- 
related case studies, the course will aim 
to meet the requirements of the methods 
of control used in computer installations 
and systems for both internal and external 
auditors. The fee for the course is £72 
and applications should be made to the 
Institute, Moorgate Place, London EC2R 
6EQ. : 


VALUE ADDED TAX 


The Society of Commercial Accountants 
has published a completely revised 
edition of its booklet The Value Added 
Tax, issued in August 1971. This has 
been prepared by Mr R. M. Walters, 
M.A., A.C.A., in the light of the Budget 
statement and White Paper. 

It examines the proposed machinery 
of VAT, the accounting systems required 
to accommodate it, and the merits and 
demerits of exemption and zero- rating 
in relation to particular business situa- 
tions and particular products and ser- 
vices. 

Copies are available, price 6op (post 
free), from the Society of Commercial 
Accountants, 40 Tyndalls Park Road, 
Clifton, Bristol 8. 
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COMMON MARKET FACTS 
FROM BARCLAYS 


Coinciding with the recent launching 
of the CBI ‘Impact Europe’ train, 
Barclays Bank has issued a useful wallet 
entitled The Enlarged Common Market. 
Contents include facts and figures of 
gross national product, expansion of 
trade, principal imports and exports 
of the present and prospective EEC 
members and the United States; details 
of EEC regional, economic, industrial 
and social policies; and a separate fact 
sheet dealing with the economic situation 
and outlook of each of the present and 
prospective EEC member countries. 

The Enlarged Common Market is 
available from Barclays Bank Economic 
Intelligence Department, 54 Lombard 
Street, London EC3. 


CREDIT MANAGERS’ ANNUAL 
MEETING 


It must be gratifying for a President, 
Vice-President and Chairman of a pro- 
fessional body’s Council when the mem- 
bers re-elect them all for a further period 
of service. ‘This was the case at the annual 
meeting of the Institute of Credit 
Management held in London recently, 
presided over by Mr K. R. Cork, F.c.a., 
F.1.C.M. 

In view of the forthcoming entry of 
the United Kingdom into the European 
Economic Community and the increasing 
interest in the Institute by European 
businessmen, an extraordinary general 
meeting was held on the same evening 
as the annual meeting to consider a 
special resolution to amend its memoran- 
dum of association so that membership 
would not be restricted to ‘British 
subjects or Dominion nationals’. This 
proposition was carried unanimously. 

When the formal business of the 
evening was concluded Mr A. G. Stanton, 
general manager, fuel division, Wm Cory 
& Son, gave an address on “The man- 
agement function in credit control’ in 
which he claimed that management had 
a social function because their decisions 
had an effect on the general public. He 
further stressed that jargon was out and 
quantifiable cl iectives were in. 

Mr Stanton’s talk created a precedent 
in as much as there had never before 
been a speaker after any of the 32 


nt experts, quickly 
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previous annual meetings, and it seemed 
a pleasant and interesting innovation to 
those present, some of whom were 
representing branches elsewhere in the 
U.K. 

The principal officers for the year 
1972-73 are: 
President: Mr K. R. Cork, F.c.A., F.1.C.M. 
Vice-President: Messrs T. Grundy, F.c.A., 


F.1.C.M., and C. McNeil Greig, opp, M.C., 
F.1.C.M. 

Chairman of Council: Mr O. G. Mayo, 
F.I.C.M. 


COMPUTER EVALUATION 


More and more practitioners are showing 
an interest in acquiring small business 
computers, and industrial managements 
are becoming increasingly selective in 
the ordering of EDP equipment. To 
assist those responsible for improving 
existing administrative and financial pro- 
cedures, especially in companies or 
sections where large machines are not 
viable, a seminar will be held by Clark 
Johnston Whitehead at the Café Royal, 
London, on June 22nd, and repeated on 
August 17th and October 12th. 

The development of the small machine 
market, together with competition from 
European and American manufacturers, 
has greatly increased the range of 
equipment available, and this seminar 
will look closely at the market. Direct 
comparisons will be made both of hard- 
ware facilities and supporting services 
offered by computer manufacturers, and 
there will be case studies on the Melcon 
83/84 and Singer-Friden 5800 machines. 

Fee for the seminar is £29, including 
study notes, coffee, lunch and tea, and 
applications to attend should be made to 
the Registrar, Clark Johnston Whitehead 
Ltd, 21 Wigmore Street, London W1H 
ol A. 


CORRECTIONS 


In the note on Nurdin & Peacock under 
‘Finance and Commerce’ in last week’s 
issue, it was stated that the company’s 
cash and carry turnover had risen since 
1967 from {£40 million to £55-7 million; 
the turnover has in fact risen by {£40 
million to {55-7 million. 

In the same issue, under ‘Notes and 
Notices’, the name of the winner of the 
Captain’s Prize of the Chartered Ac- 
countants’ Golfing Society should have 
read Mr C. P. Neilson. 
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Intensive 
Revision 
Ciasses 


for the September 
Intermediate 
examination of the 
Institute of 

Chartered Accountants 
in England and Wales 


Students preparing for the forthcoming 
Intermediate examination should apply without 
delay for places on the Foulks Lynch full 
time revision classes. 

The main course, covering all subjects, 
commences August 14th, 1972, and lasts for 
four weeks. Preceding the main course there 
is an optional additional week, commencing 
August 7th, devoted entirely to basic 
book-keeping and accounts. 

The classes are ideal both for students sitting 
the examination for the first time and for 
those who were unsuccessful at the 

first attempt. They are open to all students, 
regardless of whether they are taking a 
Foulks Lynch correspondence course. 

For further details please apply to the 
Enrolment Officer (Telephone 01—606 0255). 


Foulks Lynch (Classes) Ltd 


4 CHISWELL STREET, LONDON EC1Y 4UR 


the accountancy tutors 





ACCOUNTANT 


For the 
smaller company 


setting up 
in Europe 





Beaver Cowell & Partners are specialists in 
setting up the small company in Europe and 
advising European companies on operating 

in the United Kingdom. 

A complete legal and fiscal service is provided 
as well as the usual banking facilities. 


Beaver Cowell & Partners Ltd. 


MERCHANT BANKERS 


86-88 Queen Victoria Street 
London EC4V 4BH Tel. 01-248 1421 


16 Rue du Marché 
1204 Geneva 
Switzerland Tel. (022) 26-05-53 










SPICER and PEGLER’S 


PRACTICAL AUDITING 


Fifteenth Edition 


Walter W. Bigg, Fc. 





In this edition, Mr Bigg has revised the 
whole of the text and has dealt with the 
provisions of the Companies Act 1967 in 
detail. New material has also been in- 
cluded on modern auditing aids such as 
the techniques of flow-charting, statistical 
sampling, the use of specialised question- 
naires, and developments in case law 
affecting auditors. The material on the 
audit of E.D.P. systems has also been 
considerably extended. 










Price £2 Post free £2-25 


HFL (Publishers) Ltd 


9 Bow Street, London WC2 
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Principals with the 
responsibility for training ` 
«newly articled clerks 


a al P should ensure that the best course of action for 
l their newly articled clerks is. to enrol with the 
Metropolitan College. 


I = 
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All bona fide Principals who are considering the 
postal coaching arrangements for their newly articled 
clerks are invited to inspect a copy of the Mietro- 
politan College Study Manuals, to see for themselves 
that the contents are thoroughly up to date and 
designed specifically to give progressive and care- 
fully graduated instruction, backed by a businesslike 
tutorial service that receives the constant and 
enthusiastic commendation of the students. 


Please write to the Principal, B. Mendes, B.Sc.Econ., F.C.A., Dept A1, 
Metropolitan College, St Albans, and we will gladly send you, without 
charge or obligation, a copy of one of our Study Manuals. 





Metropolitan College unassailable record 
of Examination Successes 


At the professional accountancy examinations, for which the Metropolitan College provides 
Expert Postal Tuition, students from the College have obtained — 


MORE THAN 45,000 PASSES and 
MORE THAN 1,400 DISTINCTIONS 
MEDALS and PRIZES 


Be guided by the experience of others 


TAKE ACTION NOW! Write TODAY for a free copy of | LINKED PRIVATE STUDIES 
the College Accountancy Prospectus (stating the examina- ‘For students who wish to participate in linked oral 


tion in which you are interested) to the Metropolitan . =e 
College (A1), St Albans, or CALL at the London Advisory and ‘correspondence tuition, the Luton College of 


Office, .30 Queen Victoria Street, London EC4N 4SX ` | Technology and Metropolitan College now offer 
(01-248 6874). After office hours (5 p.m. Monday-Friday) j these facilities. Please write to: Metropolitan 
telephoné messages are recorded electronically. College for details of various courses available. 





Metropolitan College, St. Albans 


| a Accredited by the Coun cil for-the Accreditation of Correspondence Colleges. Founded 1910 
. .* Member of the Association of British Correspondence Colleges. : 
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Industrial Assistance ben 4 


Peo concern for the less well-off regions of the 
country has come to be acceptec as the responsibility 


. of the natior. as a whole. That duty devolves upon the 


Government, and its discharge is usually effected by the 
provision of financial assistance for industry, although 
to an increasing extent through amelioration of the infra- 
structure. Current proposals to this effect form the content 
of Part II oí the Industry Bill now before Parliament. 
Although expenditure is expected to be on a substantial 
scale, no firm estimate is available, having regard to the 
auxiliary character of the operations in prospect. 

Grants in aid of physical assets are a familiar, if ever- 
changing, feature of government intervention, and they 
will be continued in accordance with the revised scheme 
put forward :n Part I of the Industry Bill. However, the 
provision of finance is also recognized as deserving official 
assistance. Loans are available for projects providing 
employment, and the statistics published by the Ministry 
show that in the decade following the enactment of the 
Local Employment Act 1960, amounts of over {150 
million were advanced under the authority of section 4. 
This total is commensurate with the aggregate expenditure 
on official factory building and on grants for industrial 
buildings and plant. In this context we read that expendi- 
ture under clause 7 of. the Bill could rise to some £75 
million by the mid-1970s. 

The terms of this clause are comprehensively expressed 
in general terms and include the possibility of government 
investment by acquisition of loan or share capital in any 
company, including a new company formed for the purpose 
of giving financial assistance, or by the acquisition of any 
undertaking or assets, as well as by the making of loans on 


un-commercial terms or by insurance or guarantee. It 


seems, however, that only loans for employment-creating 
activities will rank for preferential rates of interest, the 
intention being to apply full commercial terms to loans for 
modernization. 

The extent of the additional employment expected to 


arise is the main test applied in evaluating applications. 
Statistics since 1960 suggest that a million jobs might have 
been created by the mid-1970s and, even if the number of 
individuals rescued from unemployment is smaller, there 
is a clear upward trend in the creation of opportunities. 

Perhaps this can best be viewed in the light of the 
declared objective of encouraging arrangements for ensur- 
ing that any contraction of an industry proceeds in an 
orderly way. We are all only too well aware of the problems | 
which arise both from re-structuring the scheme of 
rewards for those who remain in a declining industry, and 
from the plight of those displaced or shortly to become 
redundant. The scale of the adjustments required is such 
that every incentive to private initiative in the regions 
should be given. 

At a time when the Government is adopting a bolder 
approach to export guarantees, it is disappointing to find 
that official guarantees for private loans in the case of 
assisted area projects will be exceptional and confined to the ` 
early years of a worth-while project. However, a start is to 
be made in contributing to the burden of interest on 
private loans. 

On the other hand, there is some disquiet at the extent 
of the powers of intervention now being placed on the 
statute book —in particular, the right to acquire equity 
holdings. Attention has also been directed to the appar- 
ent weakness in the control mechanism, of which. the 
annual report by the Secretary of State is envisaged as 
the main vehicle. Susceptibility to probe by Parliamentary 
question and answer may well be a more effective medium 
for public control of public money than would result from 
the setting-up of an independent commission to discharge 
the functions of industrial patronage now in question. 
Moreover, the new arrangements will have the benefit of a 
counterpart to the advisory committee which functioned 
under the legislation recently consolidated as the Local 
Employment Act 1972. The largest sums arise in the 
context of assistance to the shipbyilding industry — their 


` 
- .. 


THE 


814 U ; ~ ACCOUNTANT 


scale being dictated by modern trends in the construction 
of ships and by the national interest in underwater explora- 
tion of mineral resources and exploitation for which mobile 
offshore installations are necessary. 

Analysis of reaction to the new proposals suggests that, 
setting aside debating points, anxiety is felt in relation to a 
certain lack of direction and coherence in the pattern of 
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government assistance, as illustrated by the grudging 
continuance of the regional employment premium. Indi- 
vidual members of the accountancy profession have made 
valuable contributions through advisory services, but we 
think that the time is ripe for accounting research to 
concern itself as much with the publication and evaluation 
of case studies in this field as with administrative details. 


Charities Face Change > 


‘| HE part played by charitable institutions of all kinds in 
the life of the United Kingdom and the Commonwealth 
is an important one. No doubt there is some degree of over- 
lap in their spheres of operation, although co-ordination 
and co-operation have been achieved by such bodies as the 
Disasters Emergency Committee. The suggestion that new 
ventures should be restricted in order to promote efficiency 
would fail to recognize what the Charity Commissioners in 
their recent report for 1971 describe as ‘the constant 
bubbling up of new forms of charitable activity’. 
Probably no significant volume of existing resources is 


. under-employed, but a few custodians are faced with the 


duty to seek a valid use for the funds entrusted to them. 


Part III of the Charities Act 1960 sets out various provisions . 


designed to facilitate the application of trust property 
cy-pres, usually with the aid of a scheme formulated by the 
Charity Commissioners. Many charities were established 
in England with a local character or narrowly-drawn pur- 
pose — the report mentions an annual church service to 
commemorate the Gunpowder Plot. Others have had their 
primary objective eroded by inflation. 
The many charities which depend on covenanted dona- 
tions of income will experience a sharp decline in revenues 
when the basic rate of income tax becomes 30 per cent next 
April. Net receipts which at present attract a Treasury 
‘refund’ at the rate of £4-43 for every {£7 of net income 
covenanted will in future attract only £3. Individual 
subscribers making a net {7 donation will pay no less tax 
(and no more) but those taxpayers liable to surcharge at 
15 per cent of investment income will be slightly worse off. 
Appeals organizers can expect a better response from 
companies which will secure relief from corporation tax 
at the prospective so per cent rate, representing £5 for 
every {10 reaching the charity, in place of £4 at the present 
40 per cent corporation tax rate. A logical reform, as 
practised in other tax systems, would be to allow tax relief 
to individuals and companies up to prescribed limits, the 
donor being free to designate any public, non-profit-making 
body in addition to charities established in the existing 
legal sense. i 
Nevertheless, the Government has responded to the call 


to assist the How of prjvate funds to charities, by relieving 


f 


benefactors from capital gains tax on their gifts of charitable 
assets. Of perhaps greater significance is the exclusion 
from estate duty and aggregation of the first {£50,000 of 
testamentary bequests of an immediate and unqualified 
character in favour of charities, a relief without monetary 
limit where certain national institutions are the beneficiaries. 

A sacrifice of £15 million in public revenue in a full year 


‘is forecast from these reliefs; we think that there is scope 


for a wider awareness of these new opportunities to make 
charitable gifts at relatively little cost, with renewed 
emphasis on the enhanced value of more substantial gifts 
effected before the benefactor’s terminal years. Thus in the 
much-publicized case of a £600,000 bequest to the Spastics 
Society eroded by estate duty to £130,000 (The Accountant, 
February roth), the new relief would have improved that 
residuum by some {£30,000 only. 

There is a widespread apprehension that the inclusion of 
VAT in the bill presented to final consumers in the United 
Kingdom will prove much more onerous than the existing 
burdens of SET and purchase tax. Clause 15 of the Finance 
Bill provides for the refund of VAT borne by a selection 
of bodies including local authorities, drainage boards and 
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Independent Television News Ltd. Attempts were made 
in standing committee to bring in charities, but an amend- 
ment to that effect was negatived. 

There will be a number of points at which the VAT shoe 
will pinch. We might instance the supply in the United 
Kingdom of goods intended to relieve distress abroad; 
upkeep of ckurches and other fabrics; maintenance and 
furnishing of office accommodation; communications; 
professional charges and the additional administrative 
expense occasioned if the charity is chargeable to VAT. 
It is little consolation to learn that a charity engaged in 
trade may recover its input tax, when the output tax will 
deplete the pockets of individual generosity and sentiment 
rather than of needs which could be met from commercial 


THE 
ACCOUNTANT 


‘815 


Admittedly, some functions such as the provision of 
education by a school will be exempt. What seems to have 
been overlooked, however, is that the proceeds of the sale 
of ‘charitable’ goods and the price of admission to fund- 
raising functions contain a substantial element of bounty 
subscribed under cover of what are ostensibly supplies and 
services. We hesitate to review the problems which will 
attend next year’s summer fétes and winter bazaars run by 
organizations which can expect to gross more than {£5,000 
from them. Indeed, the rules for the used goods market will 
cause VAT to impinge upon the proceeds of donated 
wares — a direct tax on benefactions in the trappings of 
trade. We fear that the springs of charitable endeavour 
may dry up unless reasonable regard is paid to the long- 
standing traditions of a nation of charitable stallholders. 


sources — November poppies are a case in point. 





Institute Conference 


AJORCA, it was officially con- 
firmed this week, 


as the ‘Annual Conference’ of mem- 
bers of The Institute of Chartered 
Accountants in England and Wales. 
Accommodation has been reserved at 
the Hotel Melia Mallorca, Palma, 


from March 12th to 16th, 1973, and a 


team of well-known speakers from 
inside and outside the profession has 
been retained to discuss a wide range 
of professional matters. 

The possibility of an overseas venue 
in 1973 was first suggested earlier this 
year (The Accountant, January 20th). 
Among the features which the Insti- 
tute’s Courses Committee has taken 
into account on the present occasion 
is. that Mediterranean resorts, out of 
season, are able to offer facilities at 
lower cost than at many United King- 
dom conference centres. The fee 
quoted for the 1973 conference is £86 
per head for members and £52 for 
wives or husbands accompanying 
members, inclusive of four nights’ 
accommodation and return air fares. 

Attendance at the conference is 
limited to members of the Institute 
and their wives or husbands, and early 
application (accompanied by the fee of 
£86 or £138, as appropriate) is 
advised. In the event of cancellation 
after December 31st, 1972, refunds 
will only be made (less a booking fee 


is to be the ` 
venue next year for what is described - 


In Majorca 


of £5.in any event) if the Institute is 
able to re-let the accommodation. A 
descriptive brochure: of the Hotel 
Melia Mallorca — whose facilities in- 
clude swimming pools set in a tropical 
garden, air conditioning, and all 


bedrooms with private bathrooms -- is 


available on request. - 

Other major ventures in the Insti- 
tute’s courses calendar for 1972—73 
include a one-day debate on the 


.Government’s proposals for an in- 


heritance tax as a possible alternative 
to estate duty on November 16th, to 
be opened by the Chancellor of the 
Exchequer, and a two-day conference 
jointly with the Financial Times, on 
“The British Company and Europe’, 


on December 7th and 8th. Details of ` 


these and a number of other courses, 
together with application forms, are 
given in the -July ‘Courses and 
Conferences Calendar’, to be included 
in the current mailing to members of 
the Institute. 


Management Game 

Finals 

e finalists from the original 
entry of 744 teams for the 1972 


National Management Game meet at 
the ICL training centre near Taplow 


this week-end, Previous eliminating’ 


rounds have been played by post, with 
four or five days allowed for each 


decision, but the pace of the final — to 
be played ‘live’ — will call for seven 
comparatively instant decisions to be 
taken in about half-an-hour each. 

The four surviving teams represent 
Essex County Council Treasurer’s 
Department; Sterling Metals Ltd; 
Carrington and Dewhurst Ltd; and 
Oriel College, Oxford. The winners 
will receive a cash prize of £500 with 
possession of the financial Times 
championship bowl for one year, and 
will go forward to meet teams from 
Ireland, Denmark and Wales in an 
International Management Game final 
on July 14th and 15th. 

Jointly sponsored by The Institute 
of Chartered Accountants in England 
and Wales, International Computers 
Ltd and the Financial Times, the game ` 
simulates the problems and risks, 
decisions and their consequences, en- 
countered in running a company. The 
winner of each round is the ‘company’ 
accumulating the greatest net profit, 
after interest and tax. 


VAT Risk of Double 
Taxation 


To Gevernment’s proposals for 
transition from purchase tax to 
VAT next April would have ‘catas- 
trophic’ economic effects, it was 
alleged in last week’s debate on the 
committee stage of the Finance Bill. 
Moving an amendment that the 
‘Treasury ‘should by order grant such 
relief from purchase tax as would 
ensure that no goods should be subject: 
to both purchase tax and VAT”, Mr 
Joel Barnett, *F.C.C.A., AP (ab, 


KUER 


. Heywood and Royton) claimed that 
_ small retailers, in particular, would find 
themselves in an awkward position. 
As a result of the Government’s 
proposals for certain stocks to be sold 
on a ‘sale or retùrn’ basis with no 
purchase tax falling due until the 
goods were sold, and a short tax-free 
period for other stocks, there would be 
‘pre-VAT” sales all over the country. 
For six months before the introduction 
of VAT, retailers would hold off from 
buying from wholesalers or manufac- 
turers. At a time when the Govern- 
ment was going for a higher rate of 
growth, this was an absurdity. 
Replying for the Treasury, Mr 
Terence Higgins recognized the par- 
ticular problems of seasonal trades, 
but claimed that the Government 
was still consulting with a great many 
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trade interests. When carrying out a 
major reform of this kind, there were 
inevitably transitional difficulties. It 
would not be practicable for every 
trader to establish the exact amount of 
purchase tax paid on his stocks for 
the purposes of a rebate or repayment 
scheme. | 

The purpose of the transitional 
period was to enable traders to run 
down stocks on which they had paid 
purchase tax, and to build up stocks 
on which they had not paid tax in 
preparation for VAT. The Govern- 
ment was carefully considering what 
the length of that period should be, 
and would do everything to ensure that 
the transition was as smooth as it could 
possibly be. 

Mr Barnett’s amendment was de- 
feated by a vote of 16 to 13. 


Anti-trust Suit against AICPA 


THICAL rules of the American 

Institute of Certified Public Ac- 
countants, seeking to restrain the 
practice of competitive bidding for 
professional engagements, have been 
challenged by the American Depart- 
ment of Justice as being in restraint 
of trade. The AICPA’s view, in com- 
mon with that of other professional 
bodies, has been that the procurement 
of professional services by competitive 
bidding, or by any other method liable 
to involve inadequate consideration of 
qualifications in addition to price, is 
not in the best interests of the public; 
and the. Institute is convinced that 
persons seeking accounting services 
will be better served if their selection 
is based predominantly on the ac- 
countant’s professional attainments. 

The Institute, whilst it has entered 
into a consent decree in settlement of 
the suit filed by the Justice Depart- 
ment, adheres to its own views and 
does not admit the validity of the 
complaint. It points to the 1970 
decision of the US Department of 
Labor that the appointment of audi- 
tors by the Department ‘will be made 
on a negotiated basis to that responsive 
and responsible firm offering the best 
combination of experience, qualified 
staff assigned to perform the audits, 
office location and price’. Moreover, 
the majority. of State Boards of 
Accountancy already *prohibit com- 


petitive bidding for professional en- 
gagements by CPAs within their 
respective jurisdictions, and these 
regulations are not affected by the 
consent decree. 

The AICPA has not, in fact, 
enforced its rule against competitive 
bidding since 1966, when it was first 
informed that the rule was likely to be 
construed as in restraint of trade. The 
Department of Justice has also specific- 
ally recognized the right of the Insti- 
tute to support the enactment of 
Federal or State legislation prohibiting 
competitive bidding, and to advocate 
to governmental agencies and others 
that the procurement of professional 
accounting services should involve 
consideration of other factors in ad- 
dition to fees. , 

The practice of tendering for audits 
is occasionally encountered in the 
UK — most commonly with a minority 
of local authorities who regard a rigid 
adherence to the competitive principle 
as a necessary safeguard of public 
money. The Institute of Chartered 
Accountants in England and Wales, 
whilst recognizing that some members 
take exception to this practice, has 
pointed out that no member is obliged 
to tender in such circumstances; ‘nor 
would a tender which represented a 
genuine pre-estimate of the work 
involved be vulnerable to ethical 
complaint. 
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Internal Auditors’ 
Conference 


EMBERSHIP of the Institute of 

Internal Auditors now stands at 
nearly 8,000. At the 31st annual 
international conference of the Insti: 
tute, held this week at the Hilton 
Hotel, Los Angeles, Mr John R. 
Ballard, of Chicago, was elected Presi- 
dent for the ensuing year. 

Other officers elected for 1972-73 
were Messrs Howard L. Aiken (Indian- 
apolis), Vice-President; William E. 
Haas (Syracuse, New York), Secretary ; 
and Raymond E. Carlson (San Diego), 
Treasurer. | 

Two former Presidents of the 
London Chapter of the Institute 
have been elected to international 
ofice— Mr R. P. Wylde, F.c.a., as 
European West Regional Vice-Presi- 
dent, and Mr F. J. Rigg, F.c.a., as 
Director-at- Large. 


More Management 
Courses by Scottish 
institute 


Š a result of growing demand for 

management courses from in- 
dustrialists, both within and outside 
the accountancy profession, there is to 
be an increase in the number of 
courses run during the second half of 
1972 by the Institute of Chartered 
Accountants of Scotland. 

A renewed upsurge of interest has 
become evident in the first half of this 
year, and during the second half, in 
addition to the conventional and well- 
proven series of courses which the 
Institute will be running on communi- 
cations, general management, com- 
puter appreciation, estate duty, and 
similar professional and technical sub- 
jects, there will be three courses of 
general and topical interest: on com- 
pany taxation; on the Industrial 
Relations Act; and on the EEC. 

Commenting on the upsurge of 
interest and on the new courses, John 
Campbell, Director of: Post-qualifying 
Education at the Institute, said: “The 
company taxation course will be vital 
to businessmen in the context of the 
current new tax legislation, and the 
series of: courses which we ran on 
VAT in May and June showed the 
overwhelming demand for courses of 
this kind; the demand for the course 
on the Industrial Relations Act is 
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self-evident and large; and, with 
Common Market membership immi- 
nent, our EEC course has almost 
eleventh hour relevance. 

‘All these courses will be prepared 
on videotape. This enables us to use 


‘the best possible instruction tech- ` 


niques and to maintain flexibility at 
the same time.’ 


Questions in Parliament 


A har a of tax advisory 
officers by local Inland Revenue 
departments to deal with the queries of 
people who cannot afford accountants 
is suggested to the Chancellor of the 
Exchequer in a question by Mrs Sally 
Oppenheim CC ons, Gloucester) which 
is due for answer next Tuesday. 

On the same day, Mr Hugh Jenkins 
(Lab., Putney) is asking the Chancellor 


for action to stop the practice of ` 


conglomerate companies paying no 
tax on substantially-increased profits 
by arranging the sale of properties 
between companies within groups 
at prices and on terms arranged and 
managed to create an artificial tax loss, 
which 1s then set off against current 
profits. Mr Jenkins wants the practice 
disallowed retrospectively. 

Mr R. J. Maxwell-Hyslop (Cons., 
Tiverton) kas tabled a Commons 
motion drawing to the attention of the 
Chancellor of the Exchequer the 
method by which directors of the 
Leopold Joseph Investment Trust 
intend to avoid foreign currency 
investment premium, as declared in 
their prospectus of June 15th, saying 
that directors intended to negotiate a 
multi-currency loan facility to enable 
the company to carry out the major 
part of its overseas investment without 
having to purchase investment cur- 
rency at a premium which United 
Kingdom residents wishing to invest 
in foreign securities were normally 
required to do. The motion exhorts 
Mr Barber either to abolish the 
premium or to prohibit its avoidance. 


Former Minister in 
EEC Dispute ` 


NCOMPROMISING support for 
Britain’s entry into the European 
Common Market this week threatened 
the political future of Mr Dick 
Taverne, Q.C., M.P. By a vote of 75 to 
50, the Lincoln constituency Labour 
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party declared its lack of confidence 


‘in Mr Taverne, and resolved to seek 


the nomination of a new candidate at 
the next General Election. 

Mr Taverne, Financial Secretary 
to the Treasury in the last administra- 
tion, has represented Lincoln since 
1962. A strong believer in the advan- 
tages of Common Market membership, 


he was one of the 68 Labour ‘rebels’ . 
who supported the Government in. 


last October’s crucial vote for entry. 
He is also a founder member, and the 
first director, of the Institute for Fiscal 
Studies, devoted to ‘impartial and 
non-party analysis of the social and 
economic implications of existing taxes 
and alternative fiscal systems’. 

Speaking after the Lincoln con- 
stituency party vote, Mr Taverne said 
that he would appeal to the Labour 
party’s national executive. The deci- 
sion to supersede him was the work of 
‘people who do not like the idea of an 
MP acting according to his beliefs’. 

Mr Taverne’s address to the London 
and. District Society of Chartered 
Accountants, on “The Future for Tax 
Reform’, was reported in The Ac- 
countant for February 3rd. Whilst 
expressing no opinion upon the merits 
of the present controversy, we can 
only envy the resources available to 
any political party which can afford 
so lightly to discard a candidate of Mr 
Taverne’s undoubted and demon- 
strated abilities. 


Estate Duty - Relief 
for Live Animals 


ITHERTO, it has been thought 
that live animals were not capable 
of attracting the 45 per cent reduction 
of duty which has been allowable 
under certain provisions of estate duty 
law (e.g., Finance Act 1925, section 
23; Finance Act 1949, section 28; 
Finance Act 1954, section 28; Finance 
Act 1969, section 35 and Schedule 17, 
Part III, paragraphs 8, 19). The Board 
of Inland Revenue has now agreed, 
however, that that relief is allowable in 
respect of working animals and ‘pro- 
duction livestock’ kept for the purposes 
of a business. : 
‘Production livestock’ comprises, 
broadly, live animals which are kept 
for permanent employment in farming 
and comparable businesses and the 
function of which is the production 
of saleable products (ep, the young 
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of the animals). Animals which are 
kept primarily in order to be sold, live 
or dead, or in order to provide a 
saleable product after slaughter are 
not considered to fall under this 
description. Whether the relief is 
allowable in any given case will depend 
on the purposes for which the par- 
ticular animals were kept. 

In the view of the Inland Revenue, 
section 35 of the Finance Act 1951 
(which restricts the reopening of cases 
on the ground of legal mistake where 
duty has been paid, and its payment 
and acceptance were regarded as 
satisfying the claim for duty on a view 
of the law which at the time was 
generally received or adopted in prac- 
tice), precludes the benefit of the new 
practice from being applied to any 
case where the duty has already been 
settled and paid. 


Two Sets of Figures? 


\W EE particular reference to the 
Courtaulds’ 1971—72 accounts, a 
Sunday newspaper has professed to 
see ‘a vast difference between the 
accounts a company draws up for tax 
purposes and what is on show for 
shareholders. We often hypocritically 
accuse foreigners of doing this to hide ` 
true profits away from prying eyes. 
The same practice is universal here’. 
Setting aside that the nature of a 


‘true’ profit has not yet been estab- .. 
. lished beyond the bounds of legitimate 


debate, many boards of directors and ` 
many more accountants would doubt- 
less be gladly relieved of the annual 
chore of preparing separate figures for 
taxation purposes. Assessment of tax ` 
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by Smethurst 


THESE TOPLESS 
FASHIONS HAVE 
GONE TOO FAR/ 
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on a figure arbitrarily different from 
that shown by the taxpayer company’s 
books does not imply that the latter 
(which forms the starting-point for 
the annual tax computation) is suspect 
— but merely that, in the field of tax 
practice, it is the Inland Revenue 
that makes the rules. 


Reorganization of ECGD 


VER the past 15 years, coverage 
of Britain’s exports by the Export 
‘Credits Guarantee Department has 
‘increased from 14 to 36 per cent of the 
total, and its liabilities in this field 
have risen from £407 million to 
£5,423 million. Due to this consider- 
able increase in size, as well of the 
‘development of such new features as 
investment insurance and re-financing, 
ECGD is now firmly established as an 
integral part of the export system. 
With considerations in mind, the 
Government recently released for 
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publication the text of a review of 
ECGD activities by a consultancy 
team headed by Mr D. G. Scholey. 
The primary aims of ECGD, this 
report recommends, should be ‘to 
encourage UK overseas earnings by 
(1) providing or facilitating export 
credit insurance which, by covering 
political risks and commercial risks in 
all possible markets, is more com- 


. prehensive than that available through 


the private sector alone, and (i 
providing, for UK exports, access to 
finance at preferential rates’. 

The Department should be required 
to break even, on each type of 
guarantee, on current business taken 
at current rates; and is recommended 
to introduce trading accounts for the 
Department as a whole and for each 
different group of policies, and to 
develop the use of selective checking. 

The number of ECGD local offices 
is to be reduced from the present 20, 
in favour of larger regional offices 


Inducements are Taxable 


[T appears to be a normal feature of 
human conduct to seek a reward for 
providing services. If altruism is 
excluded, one arrives at the syllogism : 
money is received; services are pro- 
vided; therefore the money is a 
reward for services, 

The circumstance that the receipt 
of the money may precede the render- 
ing of the services may indeed 
` strengthen this line of reasoning, if 
one accepts the cynical definition of 
gratitude as a lively expectation of 
further favours to come. Hence Mr 
Justice Foster attached a taxable 
character to a sum of {450 paid to 
someone to resume work after a strike, 
despite the expressed doubt as to 
whether the payment could be an 
emolument when the taxpayer was 
under no obligation to remain in his 
employment after receipt of the sum. 

The taxpayer was a refuse collector 
employed by the London Borough of 
Lambeth, which in 1968 introduced 
bulk containers that precluded oppor- 
tunities for ‘totting’ — a salvage 
scheme whereby useful materials were 
sold and the proceeds divided among 
the participating collectors. Efforts to 
decide how they were to be com- 
pensated for the loss of this privilege 


were ineffective, and concluded in a 
strike. The terms and conditions of 
employment of collectors had pre- 
viously been negotiated with the 
Borough by the union concerned and a 
settlement of the dispute was reached 
on payment by the Borough of £450 
to each collector. Their return to work 
was on new conditions of service. 

In Holland v. Geoghegan (The Times, 
June 16th) the learned judge stated 
that the main purpose of making the 
payment was to get the employee 
back to work. The money was received 
by him in lieu of further remuneration, 
and was therefore an emolument and 
assessable under Schedule E. This 
decision over-ruled that of the Special 
Commissioners. 

The decision by Foster, J, is in line 
with the decision of the House of 
Lords in Prendergast v. Cameron (19 
ATC 69), except on the point as to 
whether the taxpayer would have been 
compellable to continue his employ- 
ment. One does not know whether 
the £450 would have been recoverable 
from an employee who declined to 
serve at least one week, but Mr Justice 
Foster recorded the opinion that the 
payment was taxable without an 
obligation to remain in service. 
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which ` could be more effectively 
managed and staffed, and which 
would be responsible for a wider 
range of work at present carried out at 
headquarters. Whilst, inevitably, this 
may result in removal of the nearest 
ECGD office to some distance away 
from the policyholder, the Depart- 
ment’s view 1s that the problem of 
distance, given improved road links 
and telecommunications, is a small 
price to pay for the improvements to 
be progressively expected from ex- 
ploiting the full potential of these 
larger offices. 

Introducing the Scholey report last 
week, the head of ECGD, Mr Robert 
Fell, cn, C.B.E., took the opportunity 
to deny reports that in the event of 
British accession to EEC, ECGD 
would ‘no longer be allowed’ to 
insure exports to other Community 
member-states. Though this was a 
possible development some years 
ahead, there was no truth in it at 


_ present; there were no political risks 


in trading with these countries, but 
this had been true for many years. 
Exporters in these markets were free 
to insure with Trade Indemnity Co 
Ltd if they preferred. 


Consumer Protection 
in Sweden 


UBSTANTYAL additional labili- 
ties in respect of defective goods 
will be imposed upon traders, under 
a Bill at present before the Swedish 
Parliament. The new legislation, if 
adopted, will have the effect of out- 
lawing exclusion clauses in standard 
forms of purchase agreement, which 
invariably protect the trader’s interest 
to the detriment of the consumer’s. 
Traders would be held responsible 
for any miusrepresentation of the 
quality of the goods sold, whether 
occurring at the time of sale or 
through the medium of advertisements. 
The proposed law would guarantee 
consumers the right to rescind the 
transaction and claim repayment if 
goods are not delivered by the agreed 
date, if faults are not made good or 
if the goods constitute a ‘risk factor’ 
— for instance, a second-hand car not 
in roadworthy condition. Nor would 
traders be able to circumvent their 
own liabilities to consumers by selling 
goods in the form ‘as acquired’. 
Within the United Kingdom, sub- 
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stantial inroads have been made upon 
the common law principle of caveat 
emptor by the increasing reluctance 
of the Courts to give exclusion clauses 
other than the narrowest construction, 
and legislation has been promised to 
outlaw exclusion clauses in contracts 
for the sale of consumer goods. The 
Private Members Bill introduced 
earlier this year by Mr Greville Janner 
(Lab., Leicester North-west; The Ac- 
countant, Febzuary roth) to restrain 
the increasing use of exclusion clauses 
in contracts for services has, however, 
failed to make further progress. 


A National! Disability 
Income ? 
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ability. Over 400,000 of them are 
house-bound, and 291,000 within the 
age range from 16 to 65 have been 
permanently disabled and will never 
work again. 

Against the background of these 
figures, the Disability Income Group 
(DIG) has launched a campaign for a 
national disability income. Though 
the principle of financial compensation 
for injury has been established since 
medieval times, liability for damages 
for loss of earnings and for the extra 
costs of disabled living still depends, 
in cases of accident or violence, on 
proof of fault. DIG argues that the 
economic consequences of disability 
are more significant than the cause, 
and that matters should be taken out of 
the hands of the Courts into the social 
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include a pension (taxable) for loss of 
earnings, and a tax-free allowance for 
extra expenses. 

The present conditions for award 
of a special attendance allowance are 
seen as unduly restrictive; the ‘in- 
validity pension’ introduced by the 
National Insurance Act 1971 is an 
illusory advantage to those who were 
previously drawing means-tested sup- 
plementary benefits in addition to 
sickness benefit, and families of some 
who were invalided out of employment 
in advance of normal pension age 
would actually be better off if they 
were dead, since in that event a 
widow’s pension would immediately 
become payable. | 

Copies of Creating a National 
Disability Income are available on 


HERE are today over three million 
people in the. United Kingdom 
suffering from some form of dis- 


security 
‘national 


system. 
disability income’ 


The request from DIG, Godalming, 


Surrey, quoting reference 12. 


proposed 
would 
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Excelsior 


by An Industrious Accountant 


+ Junior members of the audit team checking our 
accounts raised again the question of the best careers for 
young qualifed men. How, they asked, did the old- 
fashioned grind of continuous ticking and querying 
compare with the fascinating new jobs open to them? 

There’s little doubt that common cr garden auditing 
has lost its glamour. It’s just mass production checking 
and listing most of the time now, they grumbled. In their 
big firm they’re allocated to special seniors, they troop out 
in teams, they vouch dockets or discuss computer control 
systems in an interminable series of clients’ offices almost 
indistinguishable from one another in anonymous monot- 
ony; the interest and the challenge, if any, only-exist at 
balance-sheet level. 

Besides, they chorused, the pressure became even 
tougher for the team leaders persecuted by grinding time- 
tables (‘I expect you to improve substantially on the five 
weeks Bob took last year, mind’) resulting in late night 
work and early trains. Chaps had no time to review clients’ 
problems in depth. Back to the office, then, where the 
taxation partner had just had a breakdown and his two 
assistants were walking around grinding their teeth. 

Little had changed since I was articled, I comforted 
them. Growth-w:se, yes perhaps; but then management 
had become correspondingly more sophisticated. Per- 
sonality-wise, of course, we’ve lost. Twenty years ago the 


auditors’ brisk arrival was an event; now they walk unknown 
and unnoticed down the bustling, corridors. 

The owlish clerk said smugly he’d expect a partnership 
in due course, always provided he didn’t first accept a 
chief accountant’s post from some grateful client. The 
gimlet-eyed chap looked further down the road. Allowing ` 
for the lure of those romantic Big White Bwana jobs ad- 
vertised for two-year tours in Africa, where was the real 
pay-off? Owlish ticked him off for being supercilious. His 


‘own uncle, having lately retired from such a post aged 45 


with a fat pension and fatter nest-egg, was enjoying his 
leisure to the hilt, though admittedly with a liver, an ulcer, 
and a toupee as occupational penalties. 

With faint regret that the clock couldn’t be turned back, 
I recommended a two-stage career for the ambitious. First, 
a move into consultancy. Let’s face it, all too often the top 
level efficiency expert-cum-consultant starts where the 
auditors leave off. Their end-product, last December’s 
balance sheet, was only part of the raw material of his 
ultimate report. Besides, he dealt directly with the whole 
board rather than with financial directors, and judging by 


. advertisements for staff in last Sunday’s press his scope 


could extend to performance measurement, capital ex- 
penditure control, staff re-organization and such-like 
esoteric El Dorados. | 

With a decade of such experience, plus fluency in four or 
five languages (Owlish regrettably murmured something 
which sounded like ‘me likee muchee geisha’), then a 
managing-director’s hatchet could well hide in every 
accountant’s knapsack. 

The second stage was, of course, the international 
multi-millionaire conglomerate king, silver-haired, smiling, 
and ruthless, hobnobbing with presidents or dictators. 
Gimlet, however, said the penalties were ulcers or bullets, 
and he’d rather be an auditor after all. His owlish colleague 
preferred to be a small duck on his own little home-town 
pond, rather than a big one lost in a foreign ocean. 
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VAT Accounting Requirements 


Treasury Minister's Statement 


PEAKING on the committee stage 

of clause 34 of the Finance Bill 
last week, the Financial Secretarý to 
the Treasury, Mr Terence Higgins, 
M.P., outlined the probable require- 
ments for record-keeping in connec- 
tion with value added tax. 

“Taxable versons’ will be required 
to keep a record of all their taxable 
outputs, including zero-rated outputs, 
although this need not be in any 
particular form. Taxable inputs will 
also have to be recorded in readily- 
identifiable form. “Tax invoices’, giving 
prescribed details, will have to be 
issued in respect of each taxable 
supply, other than by retailers for 
whom separate alternative schemes are 
being devised. 

The text of the Minister’s statement 
was as follows: 


‘Firstly, every taxable person will have 
to keep a record of all his taxable outputs 
(including zero-rated outputs). This 
record will not have to be in any pre- 
scribed form, except with some slight 
qualification which we have already dis- 
cussed, but so far as applicable it will 
have to contain the same information 
as is required on tax invoices, which I 
shall deal with in a moment. If invoices 
have been issued which give all the 
necessary details, and copies are filed 
in such a way that they can be readily 
produced if required, the record need 
be no more than a summary to enable 
the taxable person to produce separate 
totals of different classes of outputs. 
. Every taxable person will also have to 
keep a record of any goods which he 
sends out on sale or return, approval or 
similar terms and the dates when these 
transactions were adopted. 


Exempt outputs 


‘Exempt outputs will also have to be 
recorded, except disposals of land or 
buildings used in the business, and of 
motor-cars on which deduction of input 
tax was not allowable. 

‘Next, in order to be able to complete 
his tax returns, a taxable person will have 
to ensure that his records show clearly 
and separately, for each tax period: 


amount of tax chargeable; 


value (excluding tax) of outputs charge- 
able with tax; 


value of exports; 
value of other zero-rated outputs; 
value of exempt outputs. 


“In many cases some of these provisions 


will not apply in the sense that there are, 


for example, no export outputs. The 
procedure probably sounds more com- 
plicated than it will in practice be. 

“The amount of tax to be shown will 
be the net amount, after deducting any 
tax credits allowed to customers in that 
tax period, and that amount will be 
carried to the VAT account. The value 
to be shown in each case is the gross 
amount, excluding VAT, payable by 
customers (De, without any deduction 
for cash discounts), less any credits 
allowed to customers in that tax period. 


Input details 


A taxable person will have to record, 
for example in a day-book, all his taxable 
inputs (including zero-rated inputs). 
They must be recorded in such a way 
that the details which I shall explain in a 
moment either are entered in full or else 
can readily be found by referring to the 
supplier’s invoice (or the official evidence 
of VAT on imported goods or goods 
removed from warehouse, as the case may 
be). If there are invoices which give all 
the necessary details, and are filed in such 
a way that they can be readily produced if 
required, the record need be no more than 
a summary to enable the taxable person 
to produce a separate total of his taxable 
inputs (including zero-rated inputs). 
“The details needed, for taxable inputs 
from suppliers in the United Kingdom, 
are: 
number and date of supplier’s invoice; 
date of supply (e, the tax point); 
supplier’s name, address and VAT 
registration number if quoted; 


a description sufficient to identify the 
goods or services; 

the quantity and amount payable 
(excluding VAT) for each descrip- 
tion; 

the rate and amount of any VAT 
charge. 


For imported goods or goods removed 


from warehouse the requirements will be 
similar. 

‘I now turn to the question of tax 
invoices, which are very similar to the 
kind of invoices which traders use at 
present. Indeed most of the information 
required will already feature on the nor- 
mal invoice. 


Tax invoices 


ʻA registered taxable person will 
normally have to issue a tax invoice for 
each taxable supply (other than a zero- 
rated supply) that he makes to another 
taxable person, and keep a copy of it. 
This will not apply in the case of retailers, 
with which I shall deal in conclusion. 
‘A tax invoice will have to show the 
following details: 
identifying number and date; 
date of supply, i.e., the tax point; 
supplier’s name, address and VAT 
registration number; 
customer’s name (or trading name) and 
address; 


~ -type of supply; 


a description sufficient to identify the 
goods or services supplied; 

the quantity and amount payable ` 
(excluding VAT) for each such 
description; ! 

total amount payable (excluding VAT); 

rate of any cash discount offered; 

rate and amount of VAT charged. 


‘If a tax invoice includes zero-rated or 
exempt supplies, they will each have to 
be totalled separately, and the invoice 
must show clearly that they bear no. VAT 
charge. These full tax invoices will not, 
however, be needed in all cases. 

‘A retailer or other taxable person 
supplying goods or services direct to the 
general public (such as hotel accom- 
modation, meals, taxi service, etc.) will 
not need to issue a tax invoice, even to 
another taxable person, unless the cus- 
tomer asks for one. If a tax invoice is 
asked for, and provided that the amount 
payable for the individual supply does 
not exceed {10 (including VAT), the 
supplier will be allowed to issue a less 
detailed tax invoice showing only: 


supplier’s name, address and VAT 
registration number; 

date of supply; | 

a description sufficient to identify the 
goods or services supplied; 
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amount payable (including VAT); 
rate of VAT in force at the time of the 
supply. 


‘Copies of these less detailed invoices ` 


will not need to be kept by the supplier. 


Zero-rated or exempt supplies, however, ` 


will have to be excluded from them. . 


Retail schemes 


‘Now I shall add a few words about the 
special schemes for retailers. The purpose 
of those schemes is to enable retailers 
to calculate their output tax without 
recording every sale separately. Of course 
retailers who use the schemes will deduct 
their input tax, like any other taxable 
person, and pay only the difference. 
There are no special schemes for input 
tax, because retailers should be able to 
calculate it in tae normal way. 

‘Each of the special schemes for output 
tax is based on ūnding a proportion of the 
retailer’s gross takings and treating that 
proportion as taxable at the standard rate. 
The choice of scheme will rest with the 
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Scheme I is for retailers whose supplies 


of goods and services are all subject 
to the standard rate of VAT (10 per 
cent), or who keep records which 
enable them to distinguish clearly 
between their standard-rate and 
zero-rate supplies at the point of sale, 
or whose zero-rated supplies do not 
amount to more than one-tenth of 
their total turnover. 


Schemes 2, 3 and 4 are all for retailers 


who cannot separately record their 
sales of standard-rate goods and 
zero-rate goods. . 


Scheme 2 is likely to be most suitable 


for the small retailer who wants to 
make as few calculations as possible. 
The scheme is based on the cost of 
goods to the retailer and will need 
no separate output records or cal- 
culations for different lines of goods. 
But to allow for the effect of ignoring 
different profit margins on different 
lines, there will be a standard frac- 
tion that will have to be added in 
calculating output tax. This may 
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using scheme 2 will pay slightly more 
tax than he would if he calculated 
his output tax in more detail, and so 
a retailer considering scheme 2 will 
have to decide whether the saving of 
paperwork is worth that possible 
disadventage. ` 
Schemes 3 and 4 may be found more 
suitable for multiple shops and other 
retailers who can consistently record 
all the quantities and different lines 
of goods received in their shops 
for resale, e.g., at the time when they 
are received or when they are put on 
sale, in terms of the prices (including 
VAT) for which they will be sold. 
‘There will be a special notice explain- 
ing these schemes in full detail, but I 
hope that what I have said will give at 
least an indication of the nature of the 
schemes and the range of choices that 
retailers will have.’ 


Mr Higgins also emphasized that 
consultations with the relevant in- 
terests were still proceeding, and that 
his statement should be regarded to 


retailer: 


sometimes mean that a 


retailer that extent as provisional. 





Current Law 


Winding up of Unincorporated Association 


EMBERSHIP of a club or association being primarily 

a matter ol contract, subscriptions paid in return for the 
benefits of membership cease to be the property of individual 
members and should not be subject to any form of resulting 
trust. It follows that a person ceasing to be a member ceases 
also to be a part-owner of the club property and that on a 
dissolution the essets should be distributed amongst members 
on a per capita basis rather than in proportion to subscriptions 
paid. 

A sickness and funeral benefit society was established in 1866, 
the subscriptions payable being rd per week for adult members 
and $d per week for children under 12 years of age. In 1966 
the members felt that the society had ceased to serve any 
continuing useful purpose, and at a general meeting attended 
by 39 out of approximately 120 members, it was decided that 
the society be wound up as from December 31st, 1966. There- 
after no further subscriptions were collected and no benefits 
paid. The assets of the society at that date amounted to approxi- 
mately £4,000. 

In 1967, four members who had ceased to pay subscriptions 


in 1963 but had never been formally excluded from membership 
under the rules unsuccessfully tendered the amount of the 
arrears due from them, with the apparent purpose of qualifying 
for a share in the assets on the winding-up. A further meeting 
of the society attended by 61 members on September 3oth, 
1968, resolved unanimously that the society should be volun- 
tarily wound up and the assets distributed amongst members 
and the personal representatives of members who had died 
since December 1966, in the shares and proportion to which they 
might be entitled on application to the Court by the trustees 
of the society. A winding-up order was made by the Court on 
November 18th, 1968. 

In the Chancery Division, Megarry, J, ruled that the concept 
of a resulting trust, which would justify distribution on a basis 
proportionate to subscriptions, was inappropriate. The assets 
should be distributed on a per capita basis, including for this 
purpose the personal representatives of members who had died 
between the date of the original 1966 resolution to wind up the 
society and the date of the petition for winding up in 1968, and 
on the basis of half-shares to the four child members of the 
society, the distinction between child and adult members for 
subscription and benefit purposes being clearly set out in the 
rules of the society. l 

As to the four members who had ceased to pay contributions 
in 1963, the essence of the matter was whether they could be 
said to have sufficiently manifested their decision to remain 
members no longer. This manifestation might as well be by 
conduct as by words; it could not be right for a member of a 
society to disregard his obligations as a member for several 
years and then assert that he was still a member, at a time when 
there might be some advantage in resuming membership, 
because the correct procedure under the rules to terminate his 
membership had not been followed. 

Re the Sick and Funeral Society cf St fohn’s Sunday School, 
Golcar ([1972] z All ER 439). ° 
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‘What Future for ‘Paper Gold’? 
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Jr is becoming increasingly clear that the measures introduced by President Nixon in 
mid-August last year have done far more than ease the deficit on the US balance of 
payments. The devaluation of the dollar both in terms of gold and a number of leading 
national currencies, notably the yen, mark and £, has led to a realignment of hard 


currencies. 


The new pattern of exchange rates has upset the relative competitiveness of developing 
countries as well as reducing the value of their foreign assets. It has also upset the work 
of a number of commodity schemes of which the most obvious is the common 
agricultural policy of the European Community. But the most important aspect of the new 
situation is the fact that the system under which national currencies have operated under 
International Monetary Fund rules has suddenly lost its dynamism. 


INCE the rosos, the American deficit has been an 

important element in providing the main source of new 
international liquidity required to finance trade expansion, 
and incidentally make possible the accumulation of large 
payments surpluses by, among others, Japan and West 
Germany. The removal of the US deficit means that some 
alternative source of liquidity must be found. 

This sudden requirement for an asset that can be easily 
provided, be generally acceptable and whose value can be 
controlled, has led to a re-appraisal of the Special Drawing 
- Rights (SDRs) created by the International Monetary Fund 
back in 1969. SDRs, the so-called ‘paper gold’, are seen in 
some quarters as the eventual replacement for gold and 
national currencies for international reserve purposes.- 

This is a possibility in which the developing countries are 
particularly interested. The rich nations are broadly 
concerned to see the present IMF system reformed and 
working smoothly; the developing countries would like to 
see changes that will give them easier access to additional 
resources. In particular they would like to see the provision 
of aid and international liquidity linked together in a single 
package. SDRs would provide the possibility of introducing 
some such scheme if the IMF agreed to distribute them 
according to the needs of the recipient countries, instead of 
handing them out on the basis of national quotas in the 
Fund. As quotas are fixed according to GNP and share in 
world trade, distribution on this basis would mean that the 
richest countries got the biggest and the poorest the smallest 
share. 


Additional liquidity 
Although the idea of the ‘link’ was not accepted this does 
not mean that the developing countries went empty- 
handed. SDRs are additional liquidity made available by 
the IMF and represent a bonus to the recipients. All told, 
the developing countries were given an annual allocation 
of some $800 million of SDRs, equivalent to about 15 per 
cent of their annual receipts of aid from all DAC (De- 
velopment Assistance Committee) countries.. 

The present distribution system for SDRs was chosen 
because it was acceptable to all the countries whose assent 
was needed to put the scheme into operation. At the 


moment SDRs represent only ro per cent of world reserves. 
If they are to have a major role in the international 
currency system, considerable changes in their scale and 
distribution will clearly be necessary. 

This is the reason why SDRs have been given such an 
important place on the agenda of the recent UNCTAD III 
meeting in Santiago, Chile. UNCTAD (UN Conference on 
Trade and Development) has come to be recognized as the 
institution through which the developing countries can 
best express their views and hopefully influence the 
operation of the international trade and monetary systems 
in their favour. 

So far as Britain is concerned, the introduction, and less 
certainly the extension in the use of SDRs, is to be wel- 
comed. The argument for SDRs when the preliminary 
discussions were taking place in the IMF was that they 
would help ‘the attainment of a better balance of payments 
equilibrium’ and increase ‘the likelihood of a better working 
of the adjustment process’. These considerations were 
highly relevant to the persistent external deficits of the 
United States and Britain during the 1960s. During the 
first nine months of the scheme’s operation, net transfers 
of SDRs were made to 49 countries of which 42 developing 
countries accounted for $326 million and seven industrial- 
ized countries for $260 million. 


Gold or artificial medium 


Looking to the future, two aspects of the SDR scheme are 
of particular importance. The first of these is their use for 
the deliberate creation of additional reserves for the 
international monetary system. Opinion among the Group 
of Ten has been by no means clear-cut and unanimous. 
One view is that over time SDRs should become the main 
component of national reserves so that the IMF would be 
operating an SDR system. Against this is the view that gold 
is likely to be a better long-term basis for the world’s 
currencies than an artificially-created medium. The main 
indication of this particular attitude is the fact that SDRs 
have a gold guarantee attached to them. 

The second important aspect of SDRs is the possibility ` 
of creating a ‘link’ between their issue and official aid to 
developing countries. Before the opening of UNCTAD III, 
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the representatives of the developing countries met as the 
‘Group of 77’ at Lima and decided to set up a small inter- 
governmental group to study monetary reform. One of 
their main objects is to induce the rich countries to agree 
to the principle of the ‘link’. It is one thing for the de- 
veloping countries to argue for a bigger share in decision- 
‘making about the future of international money, and quite 
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another for the rich countries that have to foot the bills to 
agree with them. 

The question of how best to use and distribute SDRs is 
likely to be discussed for many years to come. Whatever 
else is decided as a result of Santiago, it is unlikely that 
agreement over the future of this controversial medium, 
‘paper gold’ will be determined. 


Extending a 


Business Interruption Policy 


LTHOUGH no form of insurance is exactly ‘easy’, to 

insure physical assets is comparatively straight- 
forward, compared with providing sufficient insurance 
protection in the event of an interruption of business due, 
for instance, to fire. It is this insurance which will cover 
such outgoings as standing charges, wages, salaries (and 
profit distributions) during the period after, say, a serious 
fire, and while the building and re-equipping of the 
premises is taking place. Without adequate insurance of 
this type, it may be impossible for a company to resume 
business after a serious disaster, or substantial unrecovered 
losses may be incurred. 

The main intention of business interruption insurance 
(otherwise known as consequential loss, or loss of profits 
insurance) is to put the insured company financially in 
the same position as if the disaster had not occurred. 
Clearly, complete protection cannot be provided, and a 
firm which has a serious fire will still suffer in a variety of 
ways. Nevertheless, the aim of business interruption 
insurance is to give as wide protection as is reasonable. 


Extent of cover 


Unfortunately, there are still some companies in business 
which feel that, because only a small profit is being made, 
it is not worth taking out this form of insurance. The point 
which needs to be stressed is that this type of policy covers 
not only profits which may be lost, but, also, it guards 
against a trading loss which, in many cases, might be 
incurred following a serious fire. 

If a policy of this kind is arranged, it is seldom necessary 
to disclose confidential information to the. insurers. 
Normally, an insurance company will not be interested 
in the net profit of a company; the figure upon which it 
will work is the gross profit, and it is important to discover 
exactly what the insurers in question mean when they use 
the term ‘gross profits’. 

In practice, with this type of insurance, it is all too easy 
to insure for a period of interruption which proves in- 
sufficient — wita the result that it is not possible to make a 
full recovery from the insurers. Commonly known as the 
indemnity period, this is the period of time for which 
payment will be made under the policy after the fire or 
other disaster which results in the stoppage or reduction 


by OUR INSURANCE CORRESPONDENT 


in business. One should arrange for this period to be the. 
maximum time required to reinstate the physical damage, 
in the event of the most serious fire which is likely to occur. 
To this, however, should be added a further period. 
Obviously, if there is a reduction in business, some 
customers are likely to be lost. The extra period should 
allow time for the volume of business to return more or 
less to normal after the company is again fully operational. 

Finally, a safety margin should be added, so as to allow 
for contingencies; one should always bear in mind the 
possibility of a strike in the building industry, or with a : 
supplier of plant or equipment, at the crucial point, result- 
ing in a longer delay than anticipated. There might even 
be a fire on the premises where the plant is being manu- 
factured, which would result in a delay. 

Considerable attention needs to be paid to the sum 
insured; it is better to insure for too high a figure than a 
sum which proves to be too low. In the event of over- 
insurance, normally a pro-rata return of premium can be 
claimed. If, however, there should be under-insurance, 
a full recovery from the insurers will not be possible, 
whether for the loss of sales or the increase in the cost of 
working. 

When considering the insurance of wages, it is important 
to decide exactly what cover is required. For instance, if 
only partial cover is to be arranged, it must be adequate in 
view of obligations to pay notice wages and perhaps 
redundancy payments, together with full wages of those 
employees who are retained but are not economically 
employed. 


Cost of working 


There is a tendency among some companies to say that ` 
they will maintain turnover by contracting out work and 
keep all their employees. This, of course, is a fallacy. The 


_increase in the cost of working if this method is adopted 


is likely to be so great that there will be under-insurance, 
unless there is some wages cover to give an extra margin 
for recovery under the policy. 

The ‘economic limit’ in respect of increase in cost of 
working needs to be watched. Basically, the policy pro- 
vides that the insurers will not contribute in respect of 
increase in cost of working an amount greater than that 
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which would have been paid in respect of reduction in 
turnover had the expenditure not been incurred; in other 
words, insurers will not pay more than {x to save {x. 

In fact, there are occasions when the increase in cost of 
working may exceed the limit; for instance, where a 
company expects the cost of buying in finished goods to 
be greater than their own sales price, clearly the economic 
limit is likely to be exceeded. Extra protection can be 
obtained, specifically to cover the excess increase in cost of 
working. 

Protection of this kind is likely to be particularly neces- 
sary in the case of a firm which can manufacture goods 
more cheaply than most of its competitors. Clearly, once 
it has lost its own production, and wishes to buy in for 
re-sale, it will be exposed to market conditions. 

Since sums insured must be sufficient under a business 
interruption policy to provide for the maximum indemnity 
period from the date of the fire, it is necessary to think in 
terms of the possibility of a fire occurring towards the end 
of the policy period. This means that, if the indemnity 
period is two years, it is necessary to think three years 


ahead when renewing a policy. This is because the fire 


may not occur until towards the expiry of the policy, and 
then there will be the two-year indemnity period. 

Generally, it is best to over-estimate, rather than under- 
estimate. Premium need not be wasted if too much in- 
surance is arranged, because a full return of premium will 
normally be allowed in respect of over-insurance, up to a 
limit of 50 per cent of the original amount insured. 

Should there be some marked change in the trend of the 
business (whether this is expansion or contraction), the 
insurance protection can be amended during the currency 
. of the policy. 

A fire does not necessarily have to occur on a company’s 
own premises for it to be seriously affected. If, however, 
protection is required for business interruption due to 
damage at premises not occupied by or under the control 
of the insured company, the policy must be extended. 

If one is thinking of the premises of suppliers, the point 
to consider is which companies normally send materials 
or components on which the insured company is wholly 
dependent — and where there would be a time lag before 
it would be possible to obtain them from an alternative 
source. . f 


Earlier stages ; 


` Sometimes, it is worth while to go a further stage along the 
line of supply. For instance, the suppliers themselves may 
be dependent on other suppliers. It could be sensible to 
discover whether there are any premises belonging to those 
who supply the suppliers of the insured company for which 
. insurance cover should be arranged. On occasions, it may 
be possible for a company to be affected by a fire even 
further down the line of supply. Normally, however, 
insurers are not prepared to go back more than two stages. 

It is important to quantify the net effective loss which 
would result from a supplier being put out of action. In 
practice, all too often companies over-insure for this 
extension, since it is unlikely that a fire at the premises 
of a supplier could affect turnover for a period as long as 
the indemnity period in the policy. 

Admittedly, it could stake some time for a supplier to 
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resume production after a serious fire. Almost certainly, 
however, it would be possible to obtain supplies from an 
alternative source before the usual supplier could resume 
production. If, for instance, with an indemnity period of 
two years, the insured company should be wholly reliant 
on one supplier, but within six months’ time it would be 
possible to obtain supplies from elsewhere at no extra: 
cost, then only 25 per cent cover would be required in 
respect of this supplier. 

On the other hand, if an extension is included to apply 
to the premises of customers, almost certainly this should 
be operative for the full indemnity period; thus the 
percentage insured for any one customer should not be 
less than the proportion of the annual turnover attributable 
to that customer. | 

Generally, a policy can be extended to include public 
utilities, such as electricity, gas and water. Usually, this 
cover operates if damage caused by an insured peril 
occurs there and results in a stoppage of the insured 
company’s production. 


Wider cover 


On occasions, it may be possible to obtain even wider 
cover. Policies are issued to provide an indemnity in the 
event of the failure of the public electricity supply from 
any cause. This need not necessarily be confined to the 
normal perils appearing in the business interruption 
policy. Nevertheless, normally insurance of this type 
excludes the deliberate act of the supply authority or the 
exercise by the authority of its power to withhold or restrict 
the supply. Unfortunately, therefore, a number of cuts in 
the electricity supply, which may cause a serious loss of 
production, are unlikely to be covered by this particular ` 
form of insurance. 

Sometimes, when supplies are bought under contract, 
it is advisable to add an extension to a business inter- 
ruption policy so as to provide additional cover should the 
insured company’s premises be damaged — with the result 
that there is a loss of production. Normally, however, this 
need arises only when a contract has been signed for 
supplies and it cannot be broken. | 

Surprisingly, there have been occasions in the past 


when suppliers, for their own good reasons, have insisted 


on continuing to send supplies. Provided a suitable 
extension has been in force, the insurers have paid for 
these supplies. It is more usual, however, for the insurers 
to agree with the suppliers to make a payment so that the 
contract can be waived where it is quite impossible to 
accept the supplies. 

Often, there is much to be said in favour of a company 
insuring its book debts; if records should be destroyed by 
a fire, it would prove virtually impossible to collect all the 
outstanding debts. A number of factors are taken into. 
account in assessing the rate of premium, such as whether . 


_the books or their equivalent are kept in fire-proof con- 


tainers outside office hours; whether there is any means of 
obtaining a list of at least some of the debtors from another 
source; the general standing (and trade) of the firm and the 
majority of its debtors; and also whether any payments 
are made by bankers’ order. Normally any claim is based 
on the latest adjusted figure of outstanding debts. 
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Uniform Accounting in Europe? 


French and English Accounting Practices Compared 


by ALAN GEDDES, M.Sc., C.A. 


The fourth directive of the European Economic Community on company law 
harmonization, dealing with the structure and contents of annual accounts and the 
accounting provisions of the proposed statutes for the Societas Europea (SE) — a form 

of company designed to erase national legal boundaries — is based on present practice 
within the existing six member states. Before this directive becomes ratified it is important 
that the ‘experience and requirements of new as well as existing member states are 

fully taken into account before the community becomes irreversibly committed to particular 


policy directions’. 


This article looks at accounting practices in France, which closely resemble the EEC 
proposals, and highlights some of the differences between these and comparable 


HE fundamental differences in accounting approaches 
between France and the UK are to be found in their 
origins. In the UK, accounting standards are largely the 
result of practices developed over the years by an in- 
fluential accounting profession, combined with the Stock 
Exchange requirements for fair disclosure. Although in 
- France, as in the UK, the requirements for an independent 
audit of corporations have existed for a very long time, 
French accounting practices have in general been dictated 
by a pronounced preoccupation with reducing tax liability 
toa minimum. 


It is also important to note that, due to inflation in the. 


post-war years, the French Government instituted a 
series of accounting measures designed to alleviate the 
economic effects of rapid loss in the value of the French 
franc. Thus, for example, companies were obliged to 
revalue their fixed assets in accordance with government 
indices and were able to charge depreciation based on the 
revalued amounts. As a result of these measures, there was 
a much smaller pay-out to the Treasury in the form of tax 
and this enabled companies to finance expansion from 
internal resources in circumstances where the money 
market was very tight in terms of long-term funds. 

Accountants in France have for many years looked to 
corporate and tax laws to provide them with guidance 
on presentatior. and contents of financial statements, but 
nowadays the authoritative French accounting body, 
Ordre des Experts Comptables et Comptables Agréés, 
commonly known as the ‘Ordre’, is becoming increasingly 
conscious that reliance on government legislation is not 
always in the best interests of the investing public, and 
has begun to issue recommendations to its members, 
similar to those issued in Britain by the three Institutes 
of Chartered Accountants. 


The author is a member of the Paris office of Arthur Young & Co. 


practices in the UK. 


<The contrast in the investment scene between the UK and 
France plays its part in creating differences in accounting 
approaches. For example, the UK has about four times as 
many quoted companies as France and more quoted com- 
panies than the six existing EEC member states taken 
together. Again, there is a disparity in the type of investor; 
in most continental European countries — and France is no 
exception — corporate equity financing needs are met 
principally by banks and other financial institutions and 
to a much lesser extent by the investing public. Z l 
Although a similar pattern is followed by the UK, such 
equity financing is much more in the hands of individual 
shareholders, either directly, or through investment trusts. 
This important difference in corporate financing may 
explain the differences in financial reporting standards. 
Institutional investors are primarily concerned with a fair 
presentation of balance sheet values with the latitude that 
this can entail where questions cf materiality are involved, 
whilst individual investors are concerned about fair 
reporting of profit and earnings per share which dictate 
the value of shares on the stock-market. 


Fundamental concepts 


Fundamental accounting concepts are the broad basic 
assumptions which underlie the periodic financial accounts 
of business enterprises, ‘These include the ‘going concern’ 
concept, the ‘accruals’ concept, the ‘consistency’ concept 
and the ‘prudence’ concept. As regards these concepts, 
there are no great differences between the two countries, 
although the French tend to lay less stress on consistency 
than do the British. For instance, it is not unknown to 
switch from straight-line to declining balance method of 
depreciation and back again in successive years without 
disclosing the fact in the financial statements. 

The British Accounting Standards Steering Committee 
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has begun to issue statements on standard accounting 
practice in conformity with which financial statements 
must be drawn up. In cases where these standard practices 
are not followed, this must be stated, together with the 
reason for not so doing. The reason for the ASSC state- 
ments is to narrow down the area in which free judgement 
can be exercised by company management, thus rendering 
financial statements more uniform and more easily com- 
parable. Within these standard practices, individual 
reporting accountants in the UK still have a very free hand 
as to the presentation of the statements. 

In France, accounting practices and methods of presen- 
tation are set out in the national plan of accounts, the 
Plan Comptable produced by the French Government, 
with which it is mandatory under corporate law to comply. 
One of the primary reasons for the initial introduction of 
° the plan in 1947 was to render as nearly comparable as 
possible all corporate financial statements, thus facilitating 
the handling of the related statistics and ~ hopefully — 
making them more relevant. The plan was last revised 
in 1959, and since 1965 corporate tax returns have been in 
the format of accounts set out therein. At present, there are 
some 40 approved Plans Comptables for the various sectors 
of industry, ell of which contain a chart of accounts classi- 

fied into ten groups as follows: 
' (x) Capital, reserves and long-term liabilities. 

(2) Capital assets and other long-term assets. 

(3) Inventozies. 

(4) Current assets and liabilities. 

(5) Financial accounts such as cash, banks, short-term loans, 

notes receivable and payable. 

(6) Expenses classified by type. 

(7) Income. 

(8) General profit and loss items. 

(9) Cost accounting. 

(10) Information outside the double entry system. | 
A roughly similar chart of accounts making homogeneous 
presentation of financial statements mandatory is also in 
use in Western Germany. 

The Plan Comptable also contains such things as defini- 
tion of terms used, principles of valuation, standard forms 
for financial statements, and so on. Since March 1971, the 
plan has been under review, and the Minister of Economy 
and Finance has defined the objects of this revision as to 
amend the plan in the light of the evolution of economic 
and legal realities; to improve the accounting information 
available to the various interested parties; and to take 
account of modern methods of recording information. It 
is likely that, in this revision, account will be taken of the 
proposed accounting requirements of the EEC’s fourth 
directive and SE statutes, and that the present French 
legal requirements regarding basic accounting records 
(a general journal, a balance book and a payroll book, 
all the pages of which must be pre-numbered and stamped 
by a mayor or judge) will be altered. 


alance sheets 


ecause of the existence of the Plan Comptable, balance 
sheets in France are almost invariably two-sided, whereas 
in the UK the widely-used columnar form of presenting the 
financial situation enables companies to show current 
liabilities as a deduction from current assets, and hence to 
set out working capital directly. The French balance sheet 
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sets out share capital and opening retained earnings at the 
top of the liabilities side of the statement, and the investor. 
must look to the bottom line of the statement to find the 
annual profit. A loss for the year is invariably presented 
with the assets rather than deducted from the shareholders’ 
equity. It is interesting to note also that even the largest 


companies in France often present financial statements. 


in francs and centimes, whereas the largest British com- 
panies commonly present financial statements rounded off 
to the nearest £1,000. , 


Consolidation 


All the differences in presentation of individual com- 
panies’ financial situations so far mentioned can be over- 
come by analysis and regrouping of balance sheet accounts. 
What is much more difficult to overcome is the general 
lack of consolidated accounts in France. Whereas in 
Britain consolidated accounts are mandatory (save only in 
exceptional circumstances) under the Companies Acts, 
in France only a handful of the leading companies have 
published statements of their consolidated financial 
situation in recent years! despite the recommendations 
issued by the ‘Ordre’ in this respect. Lack of consolida- 
tion, together with the reasons therefor, would be required 
to be disclosed by way of a note in British financial state- 
ments, but in France notes to the accounts are rare. 
Adherence to the Plan Comptable means that, in the 
French profit and loss account, costs and expenses are 
classified as to nature, e.g., purchases, wages and social 


charges, depreciation and so on, rather than grouped as” 


to production, selling or administrative functions. As a 
result, it is not normally possible to arrive at cost of sales 
and gross profit margins from published accounts. Pub- 
lished profit and loss accounts in the UK are even less 
revealing where, as often as not, information on costs and 
expense is hidden in the small print of the notes to the 
accounts and, even then, is insufficient to build up the 
complete picture of operating costs. 

Depreciation has already been mentioned as an aspect 
of French accounting practice which can be different 
from that in the UK. This, for French tax purposes, is an 
allowable charge only if recorded in the books of the 
company. The depreciation so recorded is, therefore, cal- 
culated within the parameters laid down by the tax laws; 
and the charge to income reported to shareholders may not 
always represent a charge based on useful asset life. 

The British system of capital allowances computed 
outside the accounting records means that reported de- 
preciation need not be influenced by tax considerations. 
The tendency in France is for. profitable companies to 
minimize their tax liabilities by setting up the maximum 


allowable depreciation under fiscal law. This has the effect-’- 
of keeping the dividend payout. to the minimum and. 


maximizing cash available for expansion. The ‘Ordre’ 


in its Recommandations a P Usage des Membres de Ordre ` 


dealing with depreciation, recommends that both the 
accumulated depreciation calculated by the straight-line 
method and considered as the fiscal minimum and all 
changes in the depreciation method should be disclosed 
i This may shortly be required by law in the case of French quoted 


companies. See ‘France Accepts Consolidation’, The Accountant, 
February 17th, 1972. | 
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by way of footnote to the balance sheet. It is seldom that 


these recommendations are followed in practice. 
The British practice of setting up a provision for bad 


debts based cn past experience is not followed in France. . 


Here, the tax laws insist that any provision for doubtful 
debts must represent known irrecoverable balances. This 
tends to be interpreted as meaning that no provision should 
be created until the debtor has been proved bankrupt. 
Accordingly, most companies followed this ruling in the 
published accounts. There is, however, a procedure for 
obtaining repayment of VAT on receivables written off, 
an equitable arrangement which has been disallowed in 
the proposed British system. 

As compared to the very flexible accounting treatment 
of research and development expenditure in the UK, the 
French plan is precise on the treatment of such expendi- 
ture. For companies making profits, all R & D expense 
which does not result in the production of a tangible asset 
must be charged against profits in the year in which it was 
incurred. Companies in a deficit position have the pos- 
sibility to capitalize R & D expenses in a separate class of 
assets on the balance sheet (frais d’établissement) and 
amortize these as soon as profits are made or within five 
years, whichever is the less. Expenditure which results 
in a tangible asset, for example, prototypes, should be 
. capitalized: depreciation of so per cent may be provided 
in the first year with subsequent years according to normal 
rates for the class of asset. oe 


Value added tax 


The plan of accounts provides for sales to be reported 
at an amount including value added tax, the corresponding 
tax being shown as a cost. This results in French companies’ 
reported sales being seriously inflated by British standards 
when one bears in mind that the -present rate of VAT in 
France is 23 per cent. | 
Finally, for the foreign observer, one of the enigmas 
of French profit reporting is the charge (dotation) to what 
are known as provisions pour pertes et charges. In many 
cases, these can involve large sums which are provided by 
debit to the profit and loss account and are shown in the 
balance sheet as a separate heading in the liability section. 
Often the nature of these provisions (which may or may not 
be taxed) are referred to in the directors’ report on the 
accounts, but just as often no detail is publicly available to 
the investor. Such provisions can be for future expenditure 
of a varied nature ranging as far apart as pending litigation 
to, say, future plant closure costs. It is frequently difficult 
to estimate the amounts of these provisions at the time 
the accounts .are prepared and, therefore, it is left to the 
discretion of management as to the amounts involved. 
"In summary, British company accounts tend to be con- 
idensed statements of financial situations set out in sucha 
SS as to facilitate financial analysis. Detailed information 
s relegated to the notes to the accounts and the directors’ 
report. French company accounts, although in ‘total dis- 
closing less information than their British counterparts, 
show more information on the face of the accounts and in a 
standardized form which facilitates statistical treatment. 
It is not unlikely that in the future company accounts will 
tend to be prepared with the discipline required by the 
French and the disclosure required by the British. 
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The Logic of British and American Industry 
Third edition by Professor P. SARGANT FLORENCE. 
Routledge & Kegan Paul, £6. 


This substantial work by a well-known academic economist is 
sub-titled ‘A realistic analysis of economic structure and 
government’. A particular merit is its analysis of the contrasting 
attitudes in British and American organizations, yet at the same 
time underlining the similarities between the two economies 
and the role of the respective governments. 

Professor Florence examines the recent trend towards 
mergers and amalgamations through congolomerates and take- 
overs, as well as government plans and policies for regional 
development. Further chapters examine the problems of 
monopoly and its control, the management structure and the 
managerial revolution, nationalization, and the shareholders’ 
role in a free enterprise system. ` ` 

The author clearly believes in the free-enterprise system 
and, unlike so many academics, is very well informed on 
industrial matters. With its historical perspective, thoughtful 
and detached analysis of contemporary industrial issues and the ` 
relations between government and industry, this is a most 
interesting book. Despite its length the author’s style makes for 
easy reading, although it is essentially a work for browsing over. 


Who's Who in Finance 
edited by DAVID GROSSMAN. 
Gower Press, £12'50. 


Accountants who aspire to a seat on the board of a substantial 
company will find considerable grounds for optimism in 
Who's Who in Finance, claimed by its publishers to represent 
the result of two years’ painstaking research in compiling 
3,500 biographies of key members of the British financial 
community. Amongst nearly 1,000 finance directors of the 
largest British industrial and commercial companies, some 85 
per cent possess a professional accountancy qualification — 
in sharp contrast to ‘less than a dozen’ finance directors who are 
primarily economists by training. - 

The book falls into five principal sections, designated re- 
spectively: Directory of professional bodies and financial as- 
sociations; Who's who in finance — consisting of abbreviated 
personal biographies, and by far the largest part of the work; 
and three indexes of individuals by professional category, 
organizations by category, and all organizations showing in- 
dividuals employed. Random scrutiny of this material shows 
that most of the expected names are in fact covered; unfor- 
tunately, it also shows evidence of a possibly arbitrary basis of 
selection, neglect to update material and some errors of fact. 

Thus, amongst the more conspicuous omissions, are the 
names of Sir Eric Drake, C.B.E., M.A., F.C.A., chairman of 
British Petroleum and recently vated ‘Businessman of the: 
Year’; and Mr Wilfred Bowdell, , B.SC.(ECON.), F.L.M.T.A., 


~ 
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City Treasurer of Westminster and now President of the 
IMTA. In the directory of professional bodies, Messrs C. 
Croxton-Smith and Francis Stephenson are shown as Presidents 
of the English Institute and of the IMTA; they were in fact 
succeeded by Messrs A. H. Walton and J. L. Salt respectively, 
in June 1971. Two of the six UK recognized bodies of ac- 
countants — the Irish Institute and the ICMA — are not indexed 
as professional bodies at all, and individual Fellows of the 
Association of Certified Accountants are designated ‘FCCA’ 
in some cases, and (incorrectly) ‘FACCA in others. 

Errors of this kind are perhaps to be expected in the first 
edition of an undoubtedly ambitious new venture, and do not 
deny the existence of a great deal of useful information not 
previously assembled between the same pair of covers. 

In addition to its statistical. content, the book includes a 
foreword by Sir Cyril Kleinwort, and ‘personal profiles’, culled 
from the financial press, of several well-known personalities — 
including Mr Derek Glover, Cap, F.c.A., and Professor 
Edward Stamp, M.A., C.A.(CAN.). 


Scots Law for Administrative, Commercial 
and Professional Students 


Second edition, by DAVID ANTONIO. 
Collins, £2. 


This revised edition of Mr Antonio’s book is very readable. 
Intended for students preparing for certain professional 
examinations in the commercial field (The Chartered Institute 
of Secretaries and Administrators, for example), it will un- 
doubtedly also prove of value as an introductory book to students 
preparing for the examinations of The Institute of Chartered 
Accountants of Scotland, and as preliminary reading priot to 
university degree courses. 

The book covers in a clear way various aspects of Scots law, 
including some points on the sources of the law, the judicial 
system and constitutional law. It also deals in varying degrees 
with law of contract, reparation, succession, trusts, conveyanc- 
ing and family law. The concluding chapters are given to a 
closer examination of some mercantile law reine partnership, 
company law and bills of exchange. 

The work is impressive for its clarity - several difficult 
doctrines of Scots law are explained simply yet accurately. 
Further, it is not overburdened with case references which 
tend to spoil the flow of easier textbooks and it is very much 
up-to-date, containing several references to recent legislation. 
Mr Antonio has faced the risks of over-simplification and the 
result is excellent. 


Investment Analysis 
by DENIS WEAVER, F,I.A. 


Longman, £4'95. 

Frontiers of Investment Analysis 

Second edition, by E. BRUCE FREDERIKSON. 

International Textbook, paperback, £2'50. 

Both these books are addressed to the student: in the former 
case, to students who are expected to take the course of studies 
being planned for those entering the profession of investment 
analyst, and in the latter case for students of the colleges in the 
U.S.A. similar in courses to that of the author, i.e. Syracuse, 


New York. 
Mr Weaver’s book leads us in quietly and gently by way of 


the company and its accounts. Working sheets in an envelope ` 


type of appendix case may be taken out and used to develop 
the arguments. Ratios are dealt with and consideration is then 
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given to the valuation of ordinary shares. Some tables are 
stated, but it is made clear (to the relief, one suspects, of the 
less mathematically-minded reader) that the data is par- 
ticularly suited to classification by computer. Profit forecasting 


` and portfolio selection are dealt with and again the reader will 


need a working understanding of mathematical method. 

Mr Weaver’s experience both as a stockbroker and as an 
analyst, including his work on the standardization commissiort 
of the European Federation of Financial Analyst societies, 
means that he is well in command of his subject. 

Amongst sources quoted by Mr Weaver is the work of 
Professor Clarkson of the Manchester Business School. It is 
interesting that Professor Clarkson is also a contributor to the 
second book. 

This is a much longer book than the former and is more 
suitable for degree course study leading to research. However, 
the practical results coincide because here ‘again the research 
will inevitably involve computers and probably business models. 
Certainly this is not for light reading. Anyone who may have 
thought that investment advisors used a pin, or backed a hunch 
when selecting investments, ought to read one of these books — 
preferably both, though it will take time and concentration 
fully to absorb their lessons. One can see how the business 
schools are able to process such problems to the benefit of the 
community whilst at-the same time providing training op- 
portunities. 

Mr Weaver’s book is a ‘hard-back’ and Mr Frederikson’s 
is in a card cover. 


The Rise and Fall of Horatio Bottomley 
by ALAN Hyman. 
Cassell, £3. 


Many senior members of the accountancy profession will 
doubtless recall one of the most remarkable figures in British 
public life before, during and after the First World War. His 
undoubted abilities. were considerable but, as Mr Hyman, a 
professional journalist, makes so readably evident, Bottomley 
was as vain and optimistic as he was greedy. 

This may not be the definitive biography of an extraordinary 
man, but Mr Hyman is eminently readable and anyone born 
since Bottomley’s death in 1933 who wants to know more about 
the man can do so very agreeably in these pages. 


RECENT PUBLICATIONS 


DEVELOPMENTS IN OFFICE MANAGEMENT, edited by J. Batty, 
D.COM.(SA), M.COM.(DUNELM), A.C.M.A., M.I.0.M., M.B.I.M. 
xii+302 pp. 84x 54. Heinemann, £375 

CHARLESWORTH’S MERCANTILE Law, PEKAR edition by Clive M. 
Schmitthoff and David A. G. Sarre. xlix-+485 pp. 845. 
Stevens, £2, paperback, Z r:ro. 

‘TAXATION FOR EXECUTORS AND TRUSTEES, by Anthony R. Mellows. 
xvii+140 pp. 84x 54. Butterworth, 2-40. 

CONSUMER CREDIT CONTROL, edited by Owen G. Mayo. 107 pp. 
84 x s$. Gower Press, £2°50. 

SPEAK FOR YOURSELF, by Colin Neil MacKay. 194 pp. 84x 54. 
Gower Press, {2°75. : 

MANUAL or Cost REDUCTION TECHNIQUES, by Magnus Radke. 
vilit259 pp. 10X74. McGraw Hill, £5. 

OUTLINE ANSWERS IN ECONOMIC GEOGRAPHY, by John Inch. 
x+182 pp. 84X 5%. Pitman, £2, paperback {1-15. S 

Tue Witt Drarrsman’s Am, by D. T. Davies. 
84 x 54. Oyez Publications £1'25. 

STAMP DUTIES 1971, incorporating third (cumulative) supplement 
and noter-up to Sergeant on Stamp Duties, fifth edition, by 
B. J. Sims and E. M. E. Sims. xii+97 pp. 94x6. Butterworth, 
£2. 


These books may be obtained from, or through, Gee &: Co (Publishers) 
Ltd, The City Library, 151 Strand, London WC2R 1J}. 


xii+-9I pp. 
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No Lack of Problems for Dunlop Pirelli 


HE accounts of the Dunlop organization — the subject of 
this week’s reprint — are obviously well fitted for our series 
on the accounts of major British companies, and they also fit 
into that pattern of the unusual in company reporting on which 
this column reports. “Results in Outline’ sets the scene, and 
the figures are included in the reprint, but the explanation 
accompanying the figures is the essence of the Dunlop situation. 
The union between the Dunlop and Pirelli organizations 
came into existence on January Ist, 1971, but the 1970 figures 
in ‘Results in Outline’ have been adjusted to illustrate the 
notional situation if the union had existed in that year. The 
Dunlop Pirelli results include the current losses of Industrie 
Pirelli SpA, which is Pirelli in Italy, but these losses are not 
attributable to Dunlop Holdings. The losses, however, will 
have to be recouped before Dunlop Holdings can participate 
in future profits. 

Dunlop Pirelli Union comprises companies in which Dunlop 
Holdings and Pirelli SpA. and/or Société International 
Pirelli SA (SIP) together have a direct or indirect interest. 
Dunlop Group comprises Dunlop Holdings and its subsidiartes. 
Finally, unior. basis is the basis on which the results of the 
Dunlop Group are now presented, reflecting the exchange of 
- interests with Pirelli SpA and SIP. 

Under the union agreement, originally, Dunlop held 49 per 
cent of the Pirelli SpA equity, but when Italian losses piled up 
spectacularly the Dunlop holding was converted into deferred 
shares and this took the Pirelli SpA losses out of the Dunlop 
accounts by making the holding a trade investment and not a 
holding in an associated company. 


First year 


The first year of the Dunlop Pirelli Union, therefore, proved not 
much short of disastrous, although naturally those concerned 
with. it go through the motions of maintaining that all will 
eventually be well and that it is best to get disasters over early. 
Fortunately, Dunlop’s own performance was better than 
anticipated, particularly in the UK as the result of ‘vigorous 
action to raise productivity and contain labour costs’. 

Industrie Pirelli SpA losses were about 14-9 billion lire, after 
15°3 billion lire for depreciation and a further 7 billion towards 
covering severance indemnity costs. The loss, equivalent to 
about {10 milion, was significantly greater under the common 
accounting principles because of the application of different 
criteria which resulted in accelerated provision for depreciation 
and severance indemnity. It is these principles which apply 
when determining the extent of the losses which have to be 
recouped. 

So far so good. Italian Pirelli losses are kept out of Dunlop 
Holdings’ accounts and profits attributable to Dunlop share- 
holders are mirabile dictu {11,591,009 against £8,775,000, 
and the Dunlop ordinary dividend is covered. The accounts 
receive a Clear certificate from the auditors, Whinney Murray & 
Co. 

But the auditors while reporting to shareholders of Dunlop 
Holdings do not report to them on the accounts of the Dunlop 
- Pirelli Union. They report, instead, to the directors of 
Dunlop Holdings and their report is included in the reprint — at 


which point it should be stated that the notes to the Dunlop 
Holdings’ accounts have been abbreviated for space purposes. 


Union accounts 


Clearly the Dunlop auditors are of a mind to limit their respon- 
sibility to Dunlop shareholders. The Whinney Murray report to 
the Dunlop Holdings’ directors states the basis on which the 
accounts of the Dunlop Pirelli Union have been examined and 
goes on to give an opinion that the accounts ‘fairly present... 
the combined state of affairs’. It is difficult to see what else 
Whinney Murray can do under the circumstances of limited 
ability to examine accounts of companies which are Dunlop 
subsidiartes. 

Dunlop shareholders presumably must take the Dunlop 
Pirelli Union accounts for granted, and also the assurances 
from the board and the chairman that the Union will eventually 
prove everything that it was originally cracked up to be. There 
must have been many who had doubts about the whole affair 
from the start but were prepared to be carried along by Common 
Market euphoria. 

Basically, Dunlop Holdings has the senior interest — mainly 
sr per cent — but in overseas companies has 60 per cent in the ` 
original Dunlop interests put into the Union, with the role 
reversed in the case of the Pirelli interests. Management respons- 
ibility for the companies within the Union remains with the 
original parent, but Dunlop and Pirelli each has the right to be 
represented on the boards of Union companies. A central 
committee makes recommendations to the Dunlop and Pirelli 
boards on operations and plans of the Union, with chairmanship 
of the committee alternating between the two sides — Sir Reay ` 
Geddes, of Dunlop, being chairman for the first three years. 
Both sides have equal representation on the committee. 


Union benefits 


Reporting to Dunlop shareholders, Sir Reay says that, in total, 
most parts of the Union had results which were satisfactory or 
better, but their success was to a large extent overshadowed 
by the severe reverse in Italy. He puts the view that success for 
the energetic measures taken by Pirelli will not be fully rewarded 
until Italy’s economic and social conditions have been restored 
to normal. What normality is in Italy Sir Reay does not venture 
to suggest. 

But he maintains that much worth-while progress was made 
in the Union’s first year. Work previously begun in Dunlop and 
now reinforced by Pirelli culminated in the development of the 
“Total Mobility Tyre’, and a flame retardant polyurethane foam 
has been developed for use in car seating and furniture. 


. Formation of the Union has also enabled ‘substantial’ economies 


to be made in the buying of materials and equipment. In fact 
Sir Reay insists that ‘despite the disappointments of 1971, a 
year’s experience of full partnership has reinforced our con- 
viction that in the years ahead the Union will secure the advan- 
tages previously hoped of it’. 

Just where full partnership physically begins and financially 
ends remains to be seen since, presumably, there can be further 
rearrangement of shareholdings within the Union to provide 
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protection against losses or preservation for profits. “Or was 
last year’s rearrangement a once-and-for-all affair? 


“We” and ‘They’ 
Ë E and ‘they’ are traditionally on opposite sides, but the 
directors of The House of Lerose do not apparently 
mind changing sides in their latest report to shareholders. On 
closer inspection, however, there is seen to be an interesting use 
of ‘we’ in the directors’ report in referring to the company, and 
‘they’ in referring to the directors. 

Under ‘Principal Activities’, for example, the report reads, 
“Vertically integrated, we dye and precision-wind yarn for 
knitting and finishing into high quality fashion fabrics. Approxi- 
mately half the fabrics we are producing. .. . And in ‘Move- 
_ ments in fixed assets’ the report records "We have extended our 
premises at East Kilbride’ and a new factory has been built 
in the Netherlands to “meet the growing demand for our 
merchandise.’ 

But on the subject of the ‘Market value of interests in land’ 
the report states that properties are wholly employed in the 
business of the group ‘and the directors do not have any 
changes in mind. They consider, however, in view of the 
continuing rise in property values, that it would now be appro- 
priate to have these professionally valued and this will be under- 
taken during the present financial period’. 


Croda international Group Structure 


NSURING that management structure keeps up with the 

pace of expansion is vital to any concern that is growing 
swiftly. Croda International, the chemicals organization, has 
found it necessary to change a divisional formation adopted as 
comparatively recently as 1968. An increasing number of 
divisions created a danger of bottle-necks in reporting pro- 
cedures, and to simplify and strengthen the system the divisions 
have been segregated into a series of groups each under a chief 
executive. 

A food ingredients group is based broadly on the framework 
of the former British Glues & Chemicals company, and comprises 
divisions concerned with preparing and marketing food in- 
gredients. The original activities of the Croda Premier Company 
concerned with oleochemicals and oil refining, plus the resin 
division of A. B. Fleming have been combined to form an 
oleochemicals group. Ink manufacturing, industrial paints 
and adhesive interests have been formed into a polymers 
group, and a fourth group covers all overseas subsidiaries. 

The chairman, Mr F. A. S. Wood, explains that at the 
centre two new deputy chairmen have been elected, one 
working closely with Mr Wood on UK operations, and the other 
in charge of financial affairs. These three, along with the three 
joint managing directors who lead the three product groups, 
form the executive committee of the board dealing with ‘urgent 
and major matters such as acquisition policy and strategy’. 


Simon Engineering integration 


IVISIONAL development of another kind is reported by 
Mr L. Brook, chairman of Simon Engineering, the indus- 
trial plant organization within which the balance between 
various activities of the operating groups has been changed with 
the aim of increasing the proportion of turnover based on 
activities other than process contracting. The object is to 
minimize the impact of a sharp. downturn in orders in the con- 
tracting side of the business. : 
Process plant and other contracting activities have been 
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integrated into a single self-contained company controlled by 
one management board. This company, Simon Carves, now 
has :wo operating divisions -a general contracting division, 
dealing mainly with coke oven and by-product plants and civil 
engimeering work, and the Sim-Chem division dealing with 
chemical, petrochemical and refinery process plants. 

These two divisions are fully accountable units, but rationali- 
zaticn has allowed them to streamline their organization so" 
that they can respond more rapidly and flexibly to changes in 
demand. A significant reduction in overheads has been achieved 
by decentralizing to the operating groups all but the essential 
management and control functions and by bringing together 
into one office a number of the group’s activities in London. 


Too Much 


HIS column wondered for a time what it was that was 

unattractive in the Nairn & Williamson (Holdings) 1971 
report and accounts. After all, the necessary information is there 
in p enty — ‘Salient Figures’; a directors’ report splitting turn- 
over and profit three ways, Floorcoverings, Coated products 
plus fashion fabrics and travel agency; clear accounts, an 
adecuate statistical report; a good group profile; a group 
turnover chart showing turnover for five years broken down into 
five categories: linoleum and felt base, vinyl floor coverings, 
coat2d products, fashion fabrics and travel and sundries. All 
this and more besides, conveyed in a glossy colour cover 
illustrating the products. 

A 1 that was fair enough, but there was still something that 
nageed. It’s the report’s fixation with vertical rules. Each balance 
sheet column has its outside and inside vertical rules — five of 
thera all told — so does the profit and loss account and all the 
figures in the notes, and even the little tables of figures in the 
direstors’ report. 

‘Eesults for the year’, too, appears with the figures vertically 
ruled either side in brown. All the vertical rules are brown. 
The chairman’s statement is ruled vertically on either side. 
The ‘Notice of annual meeting’ is ruled, so is the list of directors 
and executives; likewise the contents page, and even the page 
that says what the pictures are about. 

It’s really too much. 


Stanwood Pros and Cons 


TANWOOD RADIO, although for many years a public 

quoted company, is very much a family business and, in 
fact. it was only last February that Mr H. T. Hallett and Mr 
J. C. A. Tinworth joined the board and became the first non- 
famaly directors. Equity control of the company is in the 
boardroom. 

Last year the company had a (éi 450,000 turnover in retailing 
electrical goods and hiring out television sets on rental, with 
bus.ness fanning out eastwards from its Loughton, Essex, base. 
Although still a company with a family business feel to it, there 
is certainly no lack of efficient control. 

Mr Stanley Wood, F.c.A., A.c.M.A., is chairman, and his 
statement to shareholders is a succession of quick, staccato, 
paragraphs — thus: ‘In the first quarter of the current year new 
business and cash flow were substantially higher than in the 
corresponding quarter of last year. Our rental subscribers now 
totel approximately 45,000 of whom 14,000 are renting colour 
television. Rental income which is now £1,700,000 a year 
should approach £2,000,000 in the current year provided supply 
and demand for colour television continues at its present high. 
level,’ 

All very factual and direct, but unfortunately the report and 
accounts fall somewhat short of accepted modern requirements. 


‘Apart from a list of retail branches and service departments, 


the-e is not an item of extra~statutory information. 
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City Notes 


NY doubts about the importance of industrial relations to the 

bull-market theory were soundly dismissed by the near 

IO per cent slide in share prices, as measured by the FT Index, 
in little over a month. 

Additionally, the market has to contend with a fast-emerging 
issue — the worsening balance of payments as highlighted by 
the May trade figures, with the long-heralded technical fall in 
prices probably contributing a little to the considerable setback. 

The market can therefore be adjudged to be at the cross-roads 
and doubtless the many back-room analysts and slide-rule 
people will come into their own, dissecting beyond. recognition 
any market trend that appears in the next few months. 

There are still some in the City who feel that the bull market 
has some way to go, although the measure of their confidence is 
reflected in tne fact that, generally speaking, share recommenda- 
tions are increzsingly being made in top-level companies where 
selling is easier, especially in weak markets. This is likely to 
become an even more significant yardstick should the overall 
market remain unsteady. 


HE rarity these days of: accounting or financial control 

problems within public companies made it all the more 
surprising that two quoted concerns should make that 
embarrassing revelation on the same day last week. 

Employment agency, Brook Street Bureau, decided to 
appoint ex-Cooper Brothers man, Mr Melvin Whitfield after, 
as joint chairman Mr Eric Hurst said, ‘the whole financial 
management went for a Burton’. 


The company carried out an investigation which showed that 
the failure to check invoicing had adversely affected billing and 
debt collection. And instead of reaching profits of between 
£660,000 and £700,000, as expected, Brook Street disclosed a 
figure of £301,000 against £722,000. 

Coincidentally, the Ralph Hilton Transport undertaking - 
announced on the same day that a considerable over-statement 
of profits had been discovered after a probe by auditors, Wilson 
Wright & Co. As a result, Hilton has called for Peat Marwick 
Mitchell to undertake a full investigation into the company’s 
accounting system and make suitable recommendations. 

Hilton Transport say ‘reliable’ figures for the six months to 


January 1972 are not available, though the estimate is {20,000 


compared with {244,000 last tirne. 


HILE the stock-market wrestles with issues like indus- 

trial relations, there is seemingly no shortage of companies 

— both large and small — keen to obtain the status of a full stock 
exchange quotation. 

To the débutants, the rises and falls in markets must seem 

irrelevant, for at present the City’s new issue men are said to be 


‘having difficulty in arranging introductions as far as six months 


ahead. 

In this, a traditionally quiet period for the market, four 
companies are this week joining the quoted ranks for the first 
time, and the list of names currently waiting on the sidelines 
includes Mothercare, McAlpine, and Rolls-Royce Motors. 


RATES AND PRICES 


Closing prices, Tuesday, Fune 20th, 1972 


Bank Rate 
Nov. 18, 1967 8% Mar. 5, 1970 74% 
Mar. 21, 1968 D .. 7% April 15, 1970 .. kg ` 725 
Sept. 19, 196E ive ee E April r, 1971 . 6% 
Feb. 27, 1969 a me. BA Sept. 2, 1971 bag Ga — 8:26 
Treasury Bills 
April r4 , £4°3038% May 19 .. £42708% 
April 21 . L42800% May 26 . £43026% 
April 28 .. £4°2686% June 2 . £43943% 
May s .- £4:2516% June 9 .. £48487% 
May 12 . £42581% June 16 , £3°5333% 
Money Rates 
Day to day . 2-43 % Bank Bills 
7 days Kg 5-54% 2 months 5-6% 
Fine Trade Bills 3 months s —6% 
3 months . 64-61% 4 months BECK 
A months . 64-7% 6 months 68-58% 
6 months . 63-7% 


Three Months’ Rates 


Local authority deposits 
Local authority bonds es 
_ Sterling deposit certificates .. 6} -6 
Euro-sterling deposits š 
Euro-dollar deposits .. 


Finance House Base Rate — June 1st, 1972. 5% 
Retail Price Index (16.1.62==:00) 161'8 (from 160°3, 15.4.72) 


Tax Reserve Certificates (3.1.72) Personal 34% 
(Company certificates no longer on offer) 


Foreign Exchanges 


New York . 2'5850 Frankfurt .. es Basso 
Montreal 2'5332 Milan š da: DËSE 
Amsterdam 83400 Oslo e os 16°9850 
Brussels 114'25 Paris 13'0400 ' 
Copenhagen 18:0325 Zürich g'96 so 
Gilt-edged 
Consols 4% 422 Savings 3%, 65-75 Sol 
Consols 24% 26% Treasury 9 25 1004 .. 964 
Conversion 34% 374 Treasury 8} Ke 87-90 .. git 
Conversion 51% 1974 96% Treasury 64 Zo 1976 94ł 
Funding 34% 99-04 434 Treasury 34% 77-80 .- 754 
Funding 4% 60-90 99% Treasury 347% 79-81 -. 75% 
Funding 54% 78-80 833 Treasury 5% 86-89 .. 68} 
Funding 54% 82-84 Sr Treasury 54% 08-12 .. 62+ 
Funding 54% 87-91 73% Treasury 2} Ee 26% 
Funding 6% 1993 -- 731 Victory 4% oe 96 
Funding 64% 85-87 .. 83 Ward oan 34% 364 
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Letters 


Taxing the Quick and the Dead 


SIR, ~ I had the privilege of reading Mr H. W. T. Pepper’s 
article ‘Taxing the Quick and the Dead’, published in your 
May 25th issue. At page 686, the author makes a reference to 
India’s deposit system and observes as follows: 


‘Sums deposited against future estate duty liability are not 
themselves taken into account when computing duty on the 
other assets, but there is an upper limit of Rsso,ooo on the 
amount which may be so deposited.’ 


In this connection, I would like to make certain clarifications. 
Section 33 of the Estate Duty Act 1953 exempts from estate 
duty, inter alia, the following two kinds of property: 


(1) moneys payable under one or more policies of insurance 
effected by the deceased on his life for the purpose of 
paying estate duty or assigned to the Government for the 
said purpose, to the extent of the amount of duty payable 


(section 33 (1) (f ));; 


(2) moneys deposited with the Government in the prescribed 
manner for the purpose of paying estate duty together 
with the interest which has accrued due thereon at the 
prescribed rate, to the extent of the amount of duty 


payable (section 33 (1) (g)). 


However, the above two items together will not qualify 
for exemption beyond Rs50,000 (proviso to section 33 (1) (g)). 

It should also be noted that though no duty is payable in 
respect of the above items, they are liable to be included in the 
gross estate for the purpose of determining the rate of estate duty 
payable on property chargeable to duty (section 34). I 

From the above clarification, it would become clear that 
sums deposited against future estate duty liability are taken into 
account for rate purposes, subject of course, to the above 
limitations. Similarly, there is also no upper limit as such on 
the amount which may be so deposited but there is an upper 
limit on the amount qualifying for exemption. 


Yours faithfully, 


New Delhi. C. R. THIAGARAJA VARMA. 


Taxation on Compulsory Acquisition 


Sir, — The letter from Mr Gibbs (June rsth issue), complaining 
of the taxation deductions on the compensation to the Rosenberg 
firm, whilst dealing with a point of general interest, is incomplete. 

The Rosenberg case certainly did not create any precedent. 
The principle of deduction for taxation was first established in 
the Gourley case on the basis that compensation was designed 
to put a person in the same position financtally as if the occur- 
rence giving rise to the claim had not taken place. If the claim 
is in respect of loss of tarnings and the compensation is not 


ACCOUNTANT 


June 22nd, 1972 


subject to tax, then a notional deduction from the gross claim 
could be made, the Courts decided, as otherwise the claimant 
would actually be better off financially, and so make a profit © 
out of the claim. f 

This principle was followed in 1957 in the case of West 
Suffolk County Council v. Rought in respect of a claim by a 
business for compensation for temporary loss of trade, and it 
would seem that the Rosenberg case has created no new principle, 

ut has followed logically the existing practice. However, 
the deduction for taxation does have regard to the facts. I 
understand that a deduction in this case for tax was only about 
£500 on compensation of something like £9,000, which is 
clearly not a deduction at standard rate. I have had experience 
of a case where no tax was payable at all because of losses, and 
in that case the corporation paid the gross amount without any 
question of deduction after being satisfied as to the facts. 

Interest is paid on compensation between the date of the 
occurrence and the date of payment. There may be some 
injustices in the circumstances set out by Mr Gibbs, but it is 
difficult to lay these at the door of the Courts. The rules on 
compulsory purchase are being eased gradually over the years, 
and I hope this process will continue. 


Yours faithfully, 


Manchester. J. ROSS, F.c.a. 


Sir, — It is well established that the function of pecuniary 
damages is to restore the injured party, so far as possible, to the 
position that he would otherwise have been in; thus, where 
income would have borne tax, or expenses would have been 
allowable for tax purposes, this is a factor properly to be taken 
into account. Applying the same rule, as seems reasonable, to 
compensation for compulsory acquisition, it would appear that 
the letter from Mr W. D. A. Gibbs (June 15th issue) conveys a 
wrong emphasis. 

In the leading case of BTC v. Gourley (34 ATC 305), Earl 
Jowitt expressed the proposition thus: ‘It is, I think, if I may say 
so with the utmost respect, fallacious to consider the problem 
as though a benefit were being conferred on a wrongdoer by 
allowing him to abate the damages for which he would otherwise 
be liable. The problem is rather for what damages is he liable. ... 
Nor can I regard the tax element as so remote that it should be 
disregarded in assessing damages. The obligation to pay tax — 
save for those in possession of exiguous incomes — is almost 
universal in its application.’ 

Prior to Gourley’s case in 1955, it had been generally assumed 
that compensation for loss of earnings should be based on gross 
earnings before tax; in fact, the point does not appear to have 
come before the Courts at all before 1933. Judicial decisions 
between 1933 and 1955 — 310 particular Fairholme v. Firth & 
Brown Ltd ((1933) 149 LT 332); M’Daid v. Clyde Navigation 
Trustees (24 ATC 321); and Billingham v. Hughes (28 ATC 84) — 
were conflicting, and sometimes turned on such artificial 
points as whether the notional tax would have been deducted 
at source under PAYE or would have been assessed after the 
event. 

Decisions (other than M’Daid’s case) prior to 1955 also 
followed Mr Gibbes reasoning that liability for tax should be a 
matter between the taxpayer and the Inland Revenue - or, in 
legal Latin, res inter alios acta. Unfortunately, Lord Goddard 
demolished this argument in Gourley’s case: “The mere fact that 
the item arises as between plaintiff and a third party would not 
seem to be the test. In a wrongful dismissal or personal injuries 
action, the fact that a plaintiff has obtained remunerative 
employment with a third party is normally relevant, though it 
would fall within the words res inter alios acta. The question is 
whether taxation is, or is not, too remote to be taken into account.’ 
Lord Goddard’s speech on this occasion was specifically 
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approved, without further comment, by two other members of 
the House of Lords. 

In the recent case of Festiniog Railway Co v. CEGB (Rating Š 
Valuation Reporter, December gth, 1971) an allowance of 40 per 
cent in respect of notional tax liability was deducted from the 
gross figure for loss of profits, both in the original statement of 
claim and in the final award; it appears to have been accepted 
by the parties that this was the correct procedure. It is doubtful, 
therefore, whether Rosenberg v. Manchester Corporation has 
established any new principle in this respect. 

Whilst one can sympathize with the particular vulnerability 
of the smaller business to disturbance by compulsory acquisition, 
the law on the subject of notional tax liability as a factor in 
assessing compensation appears reasonably clear, and indeed 
logical. Where compensation is not awarded until long after the 
event, it is within the power of the Courts to award interest; 
this was in fact done in the Festiniog Railway case, where the 
delay amounted to some 15 years. 

Yours faithfully, 


WILFRED. 


Policy for Education and Training 


SIR, — I read Mr Denza’s letter to you of June 8th with interest. 
I am sure that there is substantial support for The Institute of 
Chartered Accountants in England and Wales continuing to 
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provide opportunities for training for students from overseas, 
and appreciate that the making of nine-month courses com- 
pulsory will increase the financial burden on these students. 

Nevertheless, I think it would be a mistake for the Institute to 
tailor its training and education policies, simply to meet the 
needs of overseas students. The benefit to those from overseas 
is that they train entirely as do those who are resident here, and 
in the long term they will get greater benefit if the arrangements 
for the latter’s training and education are generally improved. 
The proposals are a step on the path towards maintaining the 
comparability of our standards to those of others. They are 
designed for the greater good of the Institute and the public 
which it serves, as a whole and not simply of a section. 

I feel the solution to Mr Denza’s problem is not to vote 
against the Council when it seeks to raise subscriptions and so 
tend to devalue our qualification; but to urge the overseas 
countries, bodies in Britain, the Institute, firms and others, to 
set up scholarships so that those from overseas will still have 
opportunities to train in this country; or, alternatively, for 
those in question who see it as worth while to finance their studies 
by means of loans as is done by some who attend business 
schools. In either event the training, if properly supported by all 
concerned, will itself be more valuable. 


Yours faithfully, 


London ECT. F. J. G. WHINNEY. 









Value Added Tax 


Mr Rose asked the Chancellor of the 
Exchequer whether he will list categories 
of persons exempted from the payment 
of VAT by reason of age or infirmity. 

Mr Hicerns: Apart from the exemp- 
tion for small traders, exemption from 
VAT is related to supplies of particular 
goods or services, not categories of person. 
However, old or infirm persons should 
benefit from various proposals under 
Schedule 4 and Schedule 5 of the Finance 
Bill. Welfare services provided by local 
authorities and other bodies, such as 
home-helps and ‘meals-on-wheels’, would 
be outside the scope of the tax and, in 
effect, exempt. 

Mr Dorman asked the Chancellor of 
the Exchequer whether he is now in a 
position to state the number of persons 
expected to be employed at the VAT 
centre at Southend; and if he will make 
a statement. 


In Parliament 


Mr HiGGINs: It is not yet possible to 
give an exact figure but the present esti- 
mate is of the order of 1,200. This will 
include some staff now employed at 
Southend on purchase tax work. 


Hansard, June oth, Written 


answers, col. 172. 


1972. 


Professional and Executive 
Register 


Mr Bray asked the Secretary of State for 
Employment what proportion of profes- 
sional and executive vacancies are notified 
to his department. 

Mr Dub ey SMITH: Firm information 
is not available. The best estimate we 
can make suggests a proportion of about 
20 per cent. This percentage could vary 
considerably in particular areas. 

Mr FERNYHOUGH asked the Secretary 
of State for Employment what is the 
number of persons on the Professional 
and Executive Register at the latest 


convenient date; and how many of these 
are unemployed. 

Mr Dupiey SmitH: On March 8th, 
1972, the latest date for which figures are 
available, the number of persons on the 
Professional and Executive Register was 
50,378. Of these, 31,371 were registered 
as unemployed. 

Mr Moarte asked the Secretary of 
State for Employment if he is satisfied 
with the support that the professional and 
business register is receiving from com- 
merce and industry; and if he will make a 
statement. 

Mr DUDLEY SMITH: At the present time 
the register is not being used by em- 
ployers to the extent that we should like 
but the restyled service, which will 
operate from the beginning of 1973, 
should command ‘considerably greater 
support. 
Hansard, June 
answers, col. 50. 


6th, 1972. Written 


Post-war Credits 


Mr JoeL Barnett asked the Chancellor 
of the Exchequer how many individuals 
have been paid their post-war credits 
under the new scheme; what is the total 
amount; if this is in line with his original 
estimate; and if he will make a statement. 
Mr Norr: Up to May 26th, 1972, 
about 1 million had received credits of 
about {£30 million. This is broadly in 
line with what had been expected. 
Hansard, June 6th, 1972. 


answers, col. 68. 
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COMPUTER COMMENTARY 
S: batalla tet ii che lh Bel Ball lid 


Security Systems 


FOR many months the security of computer systems has been 
a world publicized controversial topic. Indeed, there are now 
many documented cases of security infringement covering 
theft, fraud and damage by fire and flood, besides malicious 
behaviour by data processing personnel. For example, there has 
been a case of attempted theft of software from a major United 
Kingdom airline; in the United States of America, confidential 
secrets have been stolen from the Time Sharing Co, via the 
telephone system by an ex-employee situated many miles from 
the computer installation. Thus there is a great potential 
commercial loss to any company. 

Computer Security Ltd claim to be the first company which 
has the expertise to provide management with a comprehensive 
service of appraisal, implementation and monitoring of all 
security aspects within the sphere of data processing. In their 
view, although the need for better security is acknowledged by 
those senior managers aware of the problems, implementation of 
the necessary security procedures has been seriously neglected 
until now, due to the absence of skilled professional assistance. 

In the past, different people touched on different aspects of 
security; whilst auditors would be concerned with financial 
controls, physical security companies would be more interested 
in guards, alarm systems, data transit and fireproof containers 
for document storage. Software houses would naturally have to 
give the systems that they had devised the utmost consideration 
from a security point of view. 

In order not to emulate the cobbler going the worst shod, 
Computer Security recognizes that the work of security and 
data processing requires staff who are mature, intelligent and 
with the highest integrity. All their staff, therefore, are subjected 
to an intensive screening procedure before joining the company, 
and this is carried out not only by company officials but by an 
independent investigator; without exception, staff are fidelity 
bonded. 

As mentioned above the range of services offered is three- 
fold: initial appraisal survey, implementation service, and 
monitoring service. Initial appraisal will be made within the 
customers’ premises and includes physical access, alarm systems, 
control procedures, operational procedures, software docu- 
mentation and file recording methods. This task normally 
takes at least ten days on-site work and is followed by a written 
report to senior management detailing all aspects of security, 
valuation of risks, weaknesses in procedures (if any) as well as 
recommendations and a quotation for implementing the work 
by Computer Security specialists. A fixed fee (time-basis) is 
agreed in advance for the appraisal, and will probably range from 
£250 upwards, depending upon the length of time of on-site 
work in the past. 

The implementation service consists of a detailed examina- 
tion of all control and operating procedures from the security 
viewpoint, and the supervised implementation of recom- 
mendations contained in the appraisal report. This work may 
take several months to complete by one or more security 
advisers and technical specialists, but once again the fee will 
be agreed with the customer before the work is started. 

It is the normal practice of Computer Security to make the 
acceptance of a subsequent monitoring service a condition of 
the customer’s acceptance of the implementation service, be- 
cause in their view there is little point in any management 
incurring the costs of introducing better and more stringent 
security procedures unless periodic checks are made by skilled 
security staff who are independent of the organization. Research 
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has shown the company that the most conscientious of staff 
lapses from time to time in matters of security unless rigorous 
checks are made at unexpected intervals; the service not only 
includes visual checks but also the use of sophisticated software 
techniques. 

With 6,000 computer installations in the UK and 14,000 
users of bureau services, not to mention the interest in the. 
subject of security displayed by the British Computer Society, 
and the possibility of restrictive legislation looming ahead, 
there should be in theory many potential users of the company’s 
services. Initially, the service will appeal to those users of units 
of advanced systems utilizing large computers, and where the 
information retrieved and stored is of special value on a con- 
fidential nature. A special service is provided to commercial 
bureaux. 


The Mastiff System 
H one might be tempted to denigrate television 


programmes, it was a fictional security system used in the 
Man from Uncle series that prompted Mr Eric Hawthorne, 
F.C.A., chairman of Lewis Security Systems, to find a similar 
system for use by computer bureaux. The obvious advantage 
of the fictional system was that, by dispensing with keys, 
identity cards, magnetic cards, dial entry or signing-in pro- 
cedures, it left workers’ hands free to Carry papers, computer 
tapes and so on. Mr Hawthorne’s deliberations and researches 
have led to the setting up of MASTIFF — an acronym for ‘modular 
automated system to identify friend from foe’. 

MASTIFF requires personnel in security areas to carry a small 
electronic ‘token’ (about the size and weight of a packet of ten 
cigarettes) in their pocket. These tokens are individually coded 
and preset, and when not in use are housed in a high security 
storage device. There is also an electronic monitor unit, or 
‘black box’, which can be situated at a distance from the 
security area it serves and controls the whole system by in- 
vestigating anyone entering or approaching any of the desig- 
nated security areas, and identifying them as to their authority 
or otherwise. 

A locked door would be opened to an authorized entrant, but 
the presence of anyone else could be made to set off alarms, to 
automatically lock doors, bring down steel shutters, alert the 





The Mastiff electronic ‘token.’ 
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police, trigger off cameras — or merely inform departmental 
supervisors. 

The carrying of a token is all-important; but just as the 
protection system is ‘tripped’ when an unauthorized person 
enters a security area, so a special alarm system is also tripped 
if anyone accidentally attempts to leave the building without 
having deposited his token in the security storage unit. Further- 
more, in the event of actual or suspected tampering with the 
system, all codes are instantly changed. Indeed, the whole 
concept of MASTIFF is based on a fail-safe principle; if any 
malfunction occurs, the alarm is tripped. 

Through its operational simplicity, MASTIFF overcomes most 
of the practical problems associated with conventional security 
methods, whilst providing a significant improvement on (and 
adjunct to) them. Conventional systems tend to impose irksome 
and time-consuming procedures on those people who con- 
stantly need access to security areas in the normal course of 
their work. MASTIFF, however, aims at the prevention rather than 
the cure of security breaches. It is therefore considered to be 
of especial benefit in situations where purely financial recom- 
pense, such as would be provided by an insurance claim, for 
example, cannot redress the havoc caused by a security violation. 
Already letters of intent for the systems have been placed by 
leading computer bureaux in the United Kingdom, and also by 
a major Dutch bank. 

Costs naturally vary with the size of an installation. Whilst a 
small system could be installed for a few hundred pounds, 
the cost of a larger one would run into thousands. 


CMC Introduce ‘Visual’ Keystation 


HERE are no software or operational problems with the 
CMCr103 keystation by Computer Machinery Company, 
because it can be freely moved from desk to desk. At a cost of 
£1,675 (monthly rental £41) this keystation contains a visual 





The CMC103 ‘Visual’ Keystation. 


display unit and was designed for use with the CMC5 key 
processing system (The Accountant, August 5th, 1971). 

It facilitates error correction by displaying ‘mistake messages’ 
and provides comprehensive end-of-batch information enabling 
operators to see at a glance whether totalling is correct or 
agrees with control digits. Whenever desired, the operator can 
obtain an illuminated display of the whole record on which 
she is working. 
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‘Plug-in Solution’ for VAT 


ONEYWELL Information Systems have launched a 

campaign aimed at helping thousands of firms to overcome 
the anticipated upheaval of accounting procedures caused by the 
introduction of VAT. Their campaign revolves around a 
‘packaged plug-in solution’ based on its Model 58 and 115E 
computers. 
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“The Honeywell 58 System. 


Program packages will be available (at no extra charge) with 
three systems to be marketed. The first two systems are 
based on Model 58 processors with configurations suitable for 
users of accounting machines and visible record computers, 
respectively; the third has, as its focal point, the more powerful 
115E with its larger main memory and disk storage capacity. 

Outright purchase prices range upwards from about {15,000 
to well over twice that amount, with rental terms from {£392 
per month upwards similarly; in fact, rental of a model 115E 
with 32K characters of main memory and disk storage capacity 
of 36:8 million characters could be £974 per month. 

Honeywell estimate that there are approximately 25,000 
accounting machines in the United Kingdom, with the typical 
user employing less than 500 people. These users, in addition 
to the 6,000 with visible record machines and the thousand or 
so with punched card installations, are the prospective market 
for the package programs. 


Online 72 Symposium 


AT the International Symposium Exhibition of online 
interactive computing, called ‘Online 72’, to be held from 
September 4th to 7th at Brunel University, Uxbridge, Middle- 
sex, 120 specialists in interactive computing will present papers 
relating to business computers and man/machine interaction. 
The papers will be presented in parallel sessions over a period of 
three and a half days; there will be 21 sessions in all, each with 
its own chairman, introducing approximately five papers; 
making a total of about one hundred papers to be presented at 
the Symposium. 

One session will deal with ‘Economic business and manage- 
ment implementation and will include corporate modelling for 
cash flow forecasting and strategy planning. Lectures will also 
be given on how to increase efficiency in wholesale and retail 
businesses by means of mint-computers. 

Big names in the computer industry are already reserving their 
stand space and lecture theatres for demonstrations at the ‘On- 
line 72’ exhibition to be staged simultaneously with the 
symposium on the Brunel University campus. 
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ACASS REGIONAL GROUPS 


A TOTAL of 36 chartered student society members are to serve on ACASS education 

region groups in the following areas: Birmingham, West Midlands, Lancashire, 

London, Manchester, Northern, South Eastern, South Western, and Yorkshire. 
The aim of the group system, which has emerged as a result of the Nottingham 


Council earlier this year, is to enable 
results of ACASS surveys and studies to 
represent all areas and not only, as 
frequently happens at present, the areas 
where ACASS executive members are 
situated. It also provides a far closer 
relationship between ACASS and mem- 
ber societies for solving particular 
problems. 


Cost reimbursement 


Group members will be requested to 
work individually, reporting to the chair- 
man of the group whose task it will be to 
consolidate the reports of the region. 
As the cost of holding frequent meetings 
could prove to be considerable, it is 
important that communication within the 
groups should be generally by post or 
telephone (necessary expenditure being 
reimbursed by ACASS). 

However, time will be allocated at each 
Council for groups to meet and if any 
group feels that it is essential that a 
meeting be held between Councils, then 
this will be allowed provided that the 
Chairman of the Education Board is 
advised of the cost to be incurred before 
the meeting takes place. 

The first topic to be handled by these 
regional committees will be a survey into 
what assistance firms in any areas give 
towards the educational training of their 
clerks. 


NO BANK CHARGES 


ACASS has now successfully completed 
negotiations with the major banks for 
articled clerks to operate current accounts 
free of charges. 

The banks, Barclays, Lloyds, Midland, 
National Westminster, and Williams & 
Glyn’s, have agreed to grant this facility 
during the term of articles, provided that 
the account is operated reasonably, 





though what is ‘reasonable’ depends on 

the branch manager. Overdrafts will 

incur the current rate of interest. 
Students who encounter difficulties 

in implementing the scheme with their 

local branches should contact: 

Barclays: Mr G. Hammond, assistant manager, 
Treasurer’s Office, 3 Queen Victoria Street, 


London EC4. 
Lloyds: Mr K. S. Lucas, assistant general 
manager, 71 Lombard Street, London EC3. 


Midland: Mr C. C. Burr, business development 
manager (marketing), Head Office, Poultry, 
London EC2. 


National Westminster: Mr R. Collingsworth, 
manager (private sector), 41 Lothbury, 
London EC2. 


Williams & Glyn’s: Mr G. E. K. Foster, P.O. 
Box 448, 20 Birchin Lane, London EC3. 


STUDENT SOCIETY LIAISON 


‘ROUNDABOUT’ has been asked by ACASS 
to draw to the attention of secretaries of 
chartered student societies the need for 
advance notice of, in particular, annual 
general meetings and committee meetings. 

This information will be of consider- 
able assistance to ACASS Council mem- 
bers who would welcome invitations to 
attend. these meetings. Delegates at this 
year’s Nottingham Council will recall that 
ACASS was criticized (perhaps a little 
unfairly) for some of its failings in this 
area. No one can in future say that 
ACASS is not trying to keep fully in 
touch with student societies and their 
problems. 

Forward information should not be 
accumulated, but should be sent without 
delay to the Student Liaison Officer, Miss 
Linda Mitchell, 43 London Wall, London 
EC2. 
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NOTTINGHAM’S ACTIVE YEAR 


THERE was a good attendance at the 
annual general meeting of the Notting- 
ham CASS held on May 31st. The annual 
report, presented by Trevor Cooper, 
B.SC.(ECON.), the retiring secretary, 
showed an encouraging increase in the 
Society’s activities. 

The Anderson lectures once again 
proved successful and it is hoped to 
extend these in the future. It is hoped 
also to extend the opportunities available 
to Society members for evening classes 
to be run in conjunction with corres- 
pondence courses. The open forum on 
the EEC with the senior society, and the 
mock bankruptcy proceedings held jointly 
with the Institute of Bankers showed 
that there is a great demand for such 
joint educational meetings. 

Over 400 members from student 
societies throughout the country attended 
the sports fiesta, thus proving how firmly 
established this annual event has become. 
The Christmas party and informal 
meeting with the Law Society attracted 
large numbers and will again be held 
during the ensuing year. The annual 
dinner was once more held at the Albany 
Hotel when the principal guests were the 
Deputy-President of the Institute, Mr 
E. Kenneth Wright, M.A., F.c.A., and 
Mr John Fortune, the television per- 
sonality. 

When the President of the Institute 





Timothy Day, who was awarded First Place 
and Prize and the Arthur Collins Memorial 
Gold Medal in the November exams of The 
Institute of Municipal Treasurers and Ac- 
countants, being congratulated by Mr J. L. 
Salt, F.1.M.T.A., the outgoing President of the 
Institute, at the recent annual conference of 
the Institute at Brighton (The Accountant, 
June 15th). Timothy Day, who is 25 years of 
age, works in the Borough Treasurer's 
Department of Wolverhampton. 
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visited Nottingham for the senior society’s 
annual dinner there was ample oppor- 
tunity for students to discuss matters of 
interest with him at an afternoon meeting, 
but the low attendance was a disappoint- 
ment to the committee. For those present, 
the occasion proved most enlightening 
and interesting. 

The new President of the Society is 
Mr I. P. Simpson, A.C.A., a partner in 
Stanley Blythen & Co, of Nottingham. 
Other officers elected at the meeting 
were: 


Vice-President: R. S. Hursthouse, A.C.A. 

Chairman: N. H. Deakin, A.C.A. 

Secretary: R. M. Page, c/o Pannell Fitzpatrick 
& Co, 15 Regent Street, Nottingham. 

Auditor: A. B. Brecknock, A.C.A. 

Treasurer: N. Crockford, B.A.(SOC. SCT.). 


BRISTOL'S NEW PRESIDENT 


Mr Mavunrıce B. NICHOLS, F.C.A., a partner 
in the Bristol office of Price Waterhouse, 
has been elected President of the Bristol 
CASS. ‘By a coincidence’, to use his 
words to ‘Roundabout’, he has also 
recently been elected chairman of the 
Bristol Area Society of Chartered Ac- 
countants (The Accountant, June 8th). 
Having two hats should, he says, be an 
advantage. 

A committee member of The West of 
England Society since 1965 and of the 
Bristol Area Society from 1960, Mr 
Nicols has, since his student days, been 
closely connected with student affairs. 
Elected to the committee of the Bristol 
CASS in 1949, he subsequently served 
as its Chairman from 1958 to 1965, and 
was Vice-President last year. He was a 
delegate to the former Union of Chartered 
Accountant Students’ Societies in 1950. 

Other officers elected for the ensuing 
year are: 


Vice-President: P. G. W. Gray, A.C.A. 
Chairman: A. K. Bonham, B.A., A.C.A. 
Secretary: D. L. Randolph. 

Assistant Secretary: D. Brady. 
Treasurer: Miss V. Allen. 

ACASS Liaison: R. J. Barnett. 
Sports Secretary: M. Gwillian. 


SHEFFIELD GOLF MATCH 


A FIRM favourite with both the Sheffield 
student and senior societies is the annual 
golf match for the Mat Sheppherd Cup, 
which was played on June 6th at Abbey- 
dale Golf Club. 

The event is always an opportunity for 
the students to show the seniors that 
studying doesn’t affect the golf swing (or 
the tankard swing) too adversely. How- 
ever, this year, as in 1970, the result was 
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a draw with both sides winning two 
matches. The captains, Peter Smith, 
F.C.A., and Jonathan Jubb, both conceded 
matches for their respective teams despite 
stout performances. The other two 
matches were shared. 

Although the result was a draw, the 
students retained the Cup as they won the 
match last year. 


BIRMINGHAM’S AGM 


As already announced under ‘Round- 
about’, members of the Birmingham 
CASS are reminded that the Society’s 
annual general meeting takes place on 
Wednesday, July 26th, in the Library, 
Fountain Court, Steelhouse Lane, com- 
mencing at 4.30 p.m., preceded by light 
refreshments. 

After the meeting, Mr Alfred B. Smith, 
managing director of the Rover Company, 
will give a talk on ‘What I think of 
accountants’. Principals are requested to 
bring this notice to the attention of their 
articled clerks. 


CAREER PLANNING 


Tue excellent attendance at this month’s 
meeting of the Croydon Branch of the 
London CASS certainly proved that the 
Institute’s examinations were over for 
another six months. The speaker, Mr J. 
Courtis, F.C.A., gave an interesting and 
extremely useful insight into the various 
careers open to young chartered account- 
ants, both in industry and practice, the 
way to approach interviews and how to go 
about job hunting. 

The next meeting of the branch will 
take the form of a conducted tour round 
the works of the Croydon Advertiser on 
July 2oth. 


FLEMING BIRCH PRIZES 


Ar the recent annual general meeting of 
The Leicestershire and Northampton- 
shire CASS, the Fleming Birch Prizes 
were awarded to the following members 
of the Society in respect of the Institute’s 
1971 exams: 


Intermediate 

March: J. M. Beecham, articled to K. J. 
Waterfield, A.C.A., of Peterborough. 

September: A. P. Gent, articled to R. G. 
Wilkes, 0.B.E., T.D., D.L., F.C.A., of Leicester. 


Final Part I 
May: B. A. Jones, articled to C. T. Chater, 
F.C.A., of Kettering. 


November: Miss H. Simms, articled to J. A. 
Davison, F.c.A., of Leicester. 


Final Part II 

May: J. A. Talbot, articled to J. G. Dawes, 

F.C.A., of Peterborough. 

November: A. J. Patel, articled to L. Breathwick, 
A.C.A., of Leicester. 
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SOUTHAMPTON MEETING 


THERE was a good number at the 
recent afternoon ‘mock creditors’ meeting 
organized for members of the Southamp- 
ton CASS by Mr G. Radford, F.c.A., at 
which senior students took the parts of 
creditors and directors. 

While there can be no doubt that the 
Society is receiving more support in re- 
placing evening meetings with afternoon 
lectures, judged against its membership 
there is still room for an improvement 
in attendances. 


LETTER TO ROUNDABOUT 


£50 Admission Fee 


Sir, — We appreciated the balanced and 

well-argued leader on this subject last 

week. The points made by your journal 

were a confirmation of our faith in quality 
journals. 

Yours faithfully, 

PETER PENNINGTON LEGH, 

President 

KEVIN LENNON, 

Executive Committee Member, 

Association of Chartered Accountant 

Students’ Societies. 


BYSTANDER’S COLUMN 
— contributed 


Change 


DISLIKE change. Invariably change 

ameliorates the position of the worst-off, 
and worsens the lot of those who are 
best-endowed. And so change leads to 
mediocrity. This is not to say that I am a 
reactionary, always trying to go back or 
at worst maintain the status quo, but 
merely that if I am better off before 
change, then change is unwelcome. 

At present my hostility is aroused by 
the quasi-scientific approach of the 
modern-day academic accountants. They 
invest even vouching the petty cash book 
with magic: first you have to estimate the 
‘population’, i.e., the number of payments 
in the period under scrutiny; then you 
have to estimate the anticipated error rate. 
Now you assume an accuracy rate, and 
then using one of Arkin’s statistical 
appendices you can arrive at the number 
of items to check in order to have a valid 
sample. At this stage another of the 
statistical appendices comes into play — 
random numbers. Using this, you now 
know what items to check. Having done 
so, you calculate the acceptable number 
of errors: if this is higher than the 
number of errors found, the job is done. 

Oh for the days when, in 1896, the 
Final exam paper for prospective char- 
tered accountants asked, ‘What is the 
imprest system?* 
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Notes 
and 
Notices 





PROFESSIONAL NOTICE 


Maurice J. BusHELL & Co, Chartered 
Accountants, of 14 Ironmonger Lane, 
London EC2V 8HA, announce that as 
from July 1st, 1972, they are taking into 
partnership Mr Henry A. GOLDSTEIN, 
A.C.A., who has been in the employ of the 
firm for some time. The name of the 
firm will remain unchanged. 


FEAKINS ENGLISH & Co, Chartered 
Accountants, of Bank Chambers, 211 
Lower Addiscombe Road, Croydon, 
announce the admission as a partner of 
Mr Barry J. McCann, A.C.A., from June 
Ist, 1972. 


The partners of Everett & Son, 
City-Gate House, Finsbury Square, Lon- 
don EC2, announce with very great 
regret the death on Tuesday, June 6th, 
1972, of Mr RoBERT Davey, F.C.A., senior 
partner of the firm. 


Harmoop BANNER & Co, Ghana firm, 
announce that Mr J. N. E. AMORIN, 
B.COM., F.C.A., has been admitted to 
partnership with effect from May st, 
1972. 

OLDHAM HOoLLAND & Co, Chartered 
Accountants, announce that Mr R. F. C. 
ENGLISH, F.C.A., will be joining them in 
partnership from July rst, 1972. 

PANNELL FITZPATRICK & Co, Chartered 
Accountants, have moved their Freetown 
office to A. Momodu Allie House, 23 
East Street, PO Box 575, Freetown, 
Sierra Leone. 


JOHN FOORD & COMPANY 
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APPOINTMENTS 


Mr George Andreou, F.c.c.a., has 
been appointed Deputy Auditor General 
of the Republic of Cyprus with effect 
from March 7th, 1972. 

Mr P. A. Goold, LL.B., A.C.A., has been 
appointed financial director of White- 
croft Ltd, the Manchester-based group. 

Mr Geoffrey Halstead, A.C.C.A., A.C.LS., 
has been appointed group commercial 
manager, steel products, of British 
Ropes. 

Mr Stewart Ian Price, a.c.c.a., has 
been appointed regional financial analyst 
for the North West Region of Gardner 
Merchant Food Services Ltd, a company 
in the Trust Houses Forte Group, with 
effect from July 17th, 1972. 

Mr Anthony Rochford Selvey, A.C.C.A., 


has been appointed group accountant of 
Taylor & Francis Ltd. 


Mr Eric Lacey Hewitt, a.c.c.a., was 
recently appointed Deputy Mayor of 
St Albans for the municipal year 1972-73. 


RETIREMENT 


Mr Eric Clear, A.c.c.a., retires on June 
30th after 47 years in the legal profession. 
His last appointment was as manager, 
Executor and Trustee Department at 


Markbys of London where he has 
worked for the past 35 years. 


INSTITUTE’S ANNUAL 
CHURCH SERVICE 


A special Service of Dedication for 
members of the Council of The Institute 
of Chartered Accountants in England 
and Wales will be held in St Margaret’s 
Church, Lothbury, London EC2, at 
12.30 p.m. on Wednesday, July sth. 
The service will be conducted by the 
Reverend A. J. Drewett, M.A., B.SC., 
Rector of St Margaret’s, Rural Dean of 
the City and Prebendary of St Paul’s 
Cathedral, and the address will be given 
by the Reverend L. E. Tanner, M.A., 
Canon of Guildford Cathedral. 


ACCOUNTANTS DIGESTS 
A New Service for Accountants 
The Institute of Chartered Accountants 
in England and Wales announced this 
week that it will be launching in the 
autumn an important new series of 


61 QUEEN’S GARDENS, LONDON W2 3AH 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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technical publications — Accountants 
Digests. They are planned to cover 
subjects of concern to accountants in 
finance, commerce, industry, and public 
practice. Each publication will consist of 
a short digest of the subject together with 
guidance about where more detailed 
information may be obtained. 

Subject areas planned to be covered by 
Accountants Digests include: financial 
reporting, general management, financial 
management, management accounting, 
office and data processing management, 
personnel management, investment, eco- 
nomics and statistics, taxation, law, and 
auditing. 

Suggestions for additional subjects 
and authors for digests will be welcomed 
by the Technical Director. 


NOTTINGHAM SOCIETY S 
NEW PRESIDENT 


Mr Harvey William Housley, F.C.A., a 
partner in the firm of Pannell Fitzpatrick 
& Co, was recently installed as President 
of the Nottingham Society of Chartered 
Accountants for 1972-73. 





The new President brings to his office 
a wide variety of professional experience. 
He qualified as a member of the former 
Society of Incorporated Accountants in 
1949, and thereafter spent twelve years 
in industry before returning to public 
practice in 1962. He became a partner 
in the Nottingham firm of Pannell 
Fitzpatrick & Co in 1966. 

Mr Housley represents The Institute 
of Chartered Accountants in England and 
Wales as an external examiner for Trent 






01-262 2473-8 
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Polytechnic, and is a member of the 
Regional Advisory Council for Further 
Education. 

Other officers elected for 1972-73 are: 


Vice-President : Mr R. C. Gratton, F.C.A. 
Treasurer: Mr G. N. Pickering, A.C.A. 


Secretary: Mr B. R. Dunn, F.c.a., Chamberlain, 
Turton & Dunn, Clumber Avenue, Sher- 
wood Rise, Nottingham N65 1AH. 


PRESIDENT FROM INDUSTRY 
AT SHEFFIELD 


For the third time in the history of the 
Sheffield and District Society of Char- 
tered Accountants, a member from in- 
dustry has been elected President for 
1972-73: he is Mr E. Crow, F.c.A. 

Born in 1914 and educated at Hudders- 
field College, he served articles with 
Edwin Netherwood & Son, Chartered 
Accountants of Huddersfield, and was 
admitted a member of the Institute 
in 1936. 

A few months after qualifying, Mr 
Crow entered industry as secretary of 
Miles, Sykes & Son, and three years later 
joined Globe & Simpson where he is now 
group financial and commercial director. 
There was a break from 1940 to 1945 
during the Second World War when he 
served with the Royal Air Force, being 
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most varied, ranging from ‘The 

Samaritans’ to ‘Institute affairs’. 
Evening meetings included one or- 

ganized by Burroughs Machines and 

another devoted to a discussion on 

marketing, led by a speaker from a firm 

of London management consultants and 

stimulated by the showing of a film. 
Principal officers of the Society elected 

for 1972-73 are: 

President: Mr J. A. Buckle, F.c.A. 

Deputy President: Mr J. M. Keily, F.c.A. 

Secretary: Mr B. N. Moore, F.C.A., 26 South 
St Mary’s Gate, Grimsby. 

Treasurer: Mr R. E. Nicholson, F.c.A. 


THE INSTITUTE OF INTERNAL 
AUDITORS 


London Chapter s New President 


Mr Charles L. Duly, M.B.E., F.C.C.A., has 
been elected President of the London 
Chapter of The Institute of Internal 
Auditors. 

Born in 1919, Mr Duly was educated 
at Hastings Grammar School and served 
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Mr Duly has been a member of the 
London Chapter since April 1963, and a 
Governor since May 1968. He served on 
the Research Committee from 1967 to 
1969 and was chairman of the Educational 
Committee from 1969 to 1972. 

At the annual general meeting of the 
London Chapter yesterday (Wednesday) 
he suggested that management had to be 
made aware of the benefits to be obtained 
from the proper use of internal auditors. 
Fortunately, this was recognized by other 
authoritative bodies, and The Institute of 
Chartered Accountants in England and 
Wales was mounting a one-day course in 
co-operation with the London Chapter 
to highlight the substantial advantages 
that accrued to company managements 
and statutory auditors from the existence 
of a well-organized and effective internal 
audit department. 


Summer School 


The sixth summer residential school of 
the London Chapter of The Institute of 
Internal Auditors will be held at Clare 
Hall, Leicester University, from July 
6th to 8th. The major objective of the 
school is to further the development of 
internal auditing by providing instruction 
and the opportunity of discussing related 
subjects. 
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demobilized with the rank of squadron ‘The future of the internal audit À 
leader. profession in the UK’, ‘VAT and its š 
Mr Crow has been active in vartous implications’, and “Training internal 


capacities with the Society since 1966, 
including membership of its technical 
advisory committee and the chairing 
of the computers and mechanized ac- 
counting subcommittee. Outside the 
profession, his interests are very sports- 
orientated; he is a past president and 
life member of the Sheffield Tigers 
Rugby Union Football Club, vice- 
president of Sheffield Rugby Football 
Club, and county member of the York- 
shire Rugby Union. 


GRIMSBY AND NORTH 
LINCOLNSHIRE SOCIETY 


Luncheon meetings of the Grimsby and 
North Lincolnshire Society of Chartered 
Accountants during 1971 were most 
successful, according to the rgth annual 
report of the Society presented at its 
recent annual meeting at the Humber 
Royal Hotel, Grimsby. Subjects were 





in the infantry during the Second World 
War. On demobilization from HM 
Forces he was engaged in 1945 by the 
East African Railways and Harbours as 
Travelling Inspector of Accounts, and 
retired 20 years later as Revenue Ac- 
countant. 

In 1965 he was admitted a member of 
The Association of Certified Accountants 
and the following year he joined Standard 
Telephones and Cables where he now 
holds the post of Chief Operational 
Auditor. He was awarded the MBE in 
the New Year’s Honours List of 1967. 


audit staff for work on computer audits’ 
are topics to be discussed at lecture 
sessions, and in addition to these there 
will be a practical computer internal 
auditing case study involving syndicate 
work. An innovation will be an ‘Audit 
managers’ forum’ so that practical advice 
may be given from personal experiences 
in a variety of industries. Speakers will 
include Mr Charles Duly, M.B.E., F.C.C.A., 
President of the London Chapter, 
and Mr John Marsom, taxation manager 
Shell-Mex and BP. Mr Alan Evans and 
Mr Michael McKeon, of Unilever, will 
present the case study. 

Fee, inclusive of accommodation, 
is £17 for members of the Institute and 
[20 for non-members. Applications to 
attend should be made to Mr B. W. 
Schwarz, B.SC.(ECON.), A.C.M.A., A.M.I. 
CHEM.E., Audit Department UK, Unilever 
Ltd, Salisbury Square House, Salisbury 
Square, London EC4. 


AN R.R.C. HOME STUDY COURSE provides the simplest answer. Backed by 43 years 
of postal tuition experience and over 205,000 passes, it assures your success in all the 
principal Accountancy exams, and also in Banking, Book-keeping, Civil Service, Computer 
Appreciation, Costing, G.C.E., Insurance, Law, Local Govt, Marketing, Secretaryship, etc. 


FOR C.A. 
EXAM 
PASSES 


Free 100-page book (without obligation) on application to Careers Adviser 


THE RAPID RESULTS COLLEGE 


DEPT AH3, TUITION HOUSE, LONDON SWI19 4DS 
Accredited by the Council for the Accreditation of Correspondence Colleges 
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THE INSTITUTE OF CHARTERED ACCOUNTANTS 
IN ENGLAND AND WALES 


Technical Advisory Committee 


The 178th meeting of the Technical 
Advisory Committee of The Institute of 
Chartered Accountants in England and 
Wales was held on June tst, at Chartered 
Accountants’ Hall, London. There were 
present: 


Mr N. Cassleton Elliott (in the Chair), Messrs 
G. F. Appleton, B. D. Barton, R. P. Brown, 
B. H. Buckley, L. H. Clark, I. F. H. Davison, 
C. C. Dobson, A. C. Essex, R. Firth, C. Fox, 
C. R. P. Goodwin, E. G. Hill, A. P. Hughes, 
H. B. Huntington-Whiteley, F. R. Loader, 
W. W. W. Martin, K. Mashford, D. Napper, 
R. D. Pearce, G. B. Pidsley, H. G. Sergeant, 
M. Sheppard, F. A. Sherring, K. A. Sherwood, 
K. R. Stanley, F. W. R. Stocks, T. P. 'Thomas, 


R. F. Watkins, P. C. Westwood, J. A. P. 
Whinney, with Mr G. A. Slator, Secretary to 
the Committee. 

Mr K. J. Sharp attended by invitation. 


Membership 

The committee expressed its appreciation 
of the services of the following members 
who would be retiring from the committee 
on the conclusion of their term of office: 


Messrs B. D. Barton, D. C. Burling, 
J. E. Burrows, and E. G. Squires. 


The following appointments to mem- 
bership of the committee for the year 
1972-73 were reported: 


Nominated by the Council: 

P J. Cavanna, F.c.a., L. H. Clark, EGA., 
N. Cassleton Elliott, M.A., F.c.a., A. C. Essex, 
F.C.A., D. Napper, F.c.a., E. R. Nicholson, 
F.C.A., B. G. Rose, F.c.A., H. G. Sergeant, 
F.C.A., G. Thompson, F.c.a., G. H. Vieler, F.C.A., 
J. A. P. Whinney, F.c.a. 


Nominated by District Societies: 

Beds, Bucks and Herts: R. St. J. Buller, F.c.A., 
I. D. Muspratt, A.C.A. 

Birmingham: H. B. Huntington-Whiteley, 
F.C.A., J. M. Pitts, F.C.A. 

East Anglia: N. F. Beecham, F.c.a., E. G. Hill, 
F.C.A. 

Hull: C. C. Dobson, F.c.A., C. E. Smith, A.C.A. 
Leeds: B. H. Buckley, B.A., F.C.A., N. Smith, 
F.C.A. 

Leicestershire: R. F. Watkins, F.c.a., E. Watts, 
F.C.A. 

Liverpool: G. F. Appleton, F.c.A., T. I. F. 
Tod, F.C.A. 

London: 1. F. H. Davison, B.sc.(ECON.), F.C.A., 
Halmer Hudson, F.C.A., E. E. Ray, B.cow., 
F.C.A., C. R. Shaw, F.c.a., K. A. Sherwood, 
F.C.A., B. W. Waters, F.C.A. 

Manchester: F. A. Sherring, F.c.A., D. H. 
Slade, F.C.A. 

North West: G. B. Pidsley, F.c.a., K. R. 
Stanley, F.C.A. 


Northern: C. Fox, V.R.D., F.C.A., R. Lovely, 
F.C.A. 

Nottingham: T. Bailey, F.c.a., J. H. Hewitt, 
F.C.A. f 

Sheffield: R. Firth, J.P., F.c.A., M. Sheppard, 
F.C.A. 

South Eastern: C. R. P. Goodwin, F.C.A., 
K. Mashford, F.c.A. 

South Wales: R. P. Brown, F.c.A., 
Westwood, F.C.A. 

Southern: W. W. W. Martin, LL.B., F.C.A., 
R. D. Pearce, F.c.A. 

West of England: G. Bar, F.c.a., D. J. Ironside, 
F.C.A, 


P. G, 


Co-opted by the Technical 

Advisory Committee 

K. G. Bishop, F.c.a., M. T. R. Brookman, 
F.C.A., J. Burgoyne, F.c.A., N. J. Edwards, 
M.A., F.C.A., À. P. Hughes, F.c.A., F. R. Loader, 
F.C.A., J.DIP.M.A., F. W. R. Stocks, A.c.A., 
T. P. 'Thomas, M.A., F.C.A. 


Chairman and Vice-Chairman 

Mr J. A. P. Whinney and Mr A. C. 
Essex were unanimously appointed Chair- 
man and Vice-Chairman, respectively, 
for the year 1972-73. 


Mr N. Cassleton Elliott 

The committee expressed unanimous 
thanks to Mr N. Cassleton Elliott on 
the conclusion of a successful year of 
office. 


Matters considered 

Technical matters considered included a 
report and draft statement on auditing: 
‘Audit Problems of the Small Company’. 


Future meetings 

It was noted that meetings of the com- 
mittee had been arranged for 2.15 p.m. 
on: 

Tuesday, July 11th, 1972; Thursday, October 
5th, 1972; Wednesday, November 2gth, 1972; 
Wednesday, January 31st, 1973; Thursday, 
March 2oth, 1973; Thursday, May 31st, 1973. 


ECONOMIC SURVEYS 


Two further booklets in the series of 
annual economic surveys of developments 
and prospects in member countries of the 
Organization for Economic Co-operation 
and Development have recently been 
issued covering Sweden and Yugoslavia. 
Copies of the booklets are obtainable 
from HMSO, price 35p each. 


FULLER PEISER & CO 


CHARTERED SURVEYORS 


- — e š We? TE 
` a š eg £ t ç P EË r > = BH 
Te "` [ ae, ` ëng `? j Ee ae 
» 7 P ¢ F D ` +. - Ri, < ‘Ve 
A - d I at 


AN 


June 22nd, 1972 


REVENUE PAPER 
Trinity Sittings 1972 


The following cases are down for hearing 
during the Trinity Sittings 1972: 


House oF LORDS 


Awaiting Judgment 
Banning v. Wright 


COURT OF APPEAL 


General Reinsurance Co 
Tomlinson 

Alherma Investments Ltd v. Tomlinson 

Willingdale v. Islington Green Invest- 
ments Co 

Mills v. CIR 

Heather v. P-E Consulting Group Ltd 

CIR v. P-E Consulting Group Ltd 

Malcolm-Brown and another v. Restorick 

Kelmorie (Aldridge) Ltd v. Dickinson 

Dickinson v. Downes 

Higgs v. Ransom 

Nothman v. Cooper 

Oppenheimer v. Cattermole 

Grant v. Trustees of Downes 
Settlement 

Motley v. Pickersgill and another 

Reeves v. Evans Boyce & Northcole 
Syndicate 


Ltd wv. 


1962 


HiGH Court (Chancery Division) 


Holland v. Geoghegan 

Bonar Law v. Coburn 

Lord Strathalmond v. CIR 
Turner v. Follett 

Rollings v. Phipps 

Waller & Hartley Ltd v. CIR 
Taylor v. Provan 

Robson v. Dixon 

Green v. CIR 


ORIGINATING MOTIONS 


Trimingham v. General Commissioners 
(Income Tax) for the Division of 
Hammersmith, London, and another 

Byrde v. General Commissioners (Income 
Tax) for the Division of Chatham, 
Kent, and another 

Roberts v. General Commissioners of 
Income Tax for the Division of 
Bridgnorth, Salop, and another 

Speck v. Morton 

United Friendly Insurance Co Ltd v. 
Eady 

Steiner v. CIR 

Lister & Co Ltd v. CIR 
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The Institute of Taxation 
PRESIDENT: H, WARBRICK, F.C.C.A., FOLS, FTL 
VICE: PRESIDENTS: DESMOND F, AIREY, A.C.A., F.C.C.A., F.T.LI. ALLAN Fi BRENT, F.C.LS., ETAL 


STANLEY A. SPOFFORTH, F.C.A., F.C.LS., FTL, 
SECRETARY: A. A. ARNOLD. F.C.LS., FTA. 


The Institute of Taxation exists to promote the study of, and the interchange 
of information about, taxation among members of different professions. Conferences 
and lectures are held and members receive regular circulars, digests of tax cases 
and annotated copies of legislation. Representations are made on technical a aie 
of taxation. 

Those not qualified for membership may sien to a scheme WER which 
they receive all the publications, except that the circulars are occasional only and 
deal with general matters as distinct from those of specialised professional interest. 

Full particulars of membership, which is by examination, and of the subscriber 
scheme may be obtained from: | 


The Secretary: The Institute of Taxation, Clifford's Inn, London, EC4A 1DE. 


For 
AUCTIONS and VALUATIONS 
of . 


FACTORIES, PLANT and MACHINERY 


Henry Butcher & Co 
59/62 HIGH HOLBORN, LONDON WCIV 6EG 
“Telephone 01-405 8411 (9 a. 
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Principals e the 
responsibility for training 
“newly articled clerks 


should ensure that the best course of action for 
their newly articled clerks is to enrol with the 
Metropolitan College. 


All bona fide Principals who are considering the 

. postal coaching arrangements for their newly articled 
clerks are invited to inspect a copy of the Metro- 
politan College Study Manuals, to see for themselves 
that the contents are thoroughly up to date and ` 
designed specifically to give progressive and care- 
fully graduated instruction, backed by a businesslike 
tutorial service that receives the constant and 
enthusiastic commendation of the students. 


. Please write to the Principal, B. Mendes, B.Sc.Econ., F.C.A., Dept A1, 
Metropolitan College, St Albans, and we will gladly send you, without 
charge or obligation, a copy of one of our Study Manuals. 





Metropolitan College unassailable record 
of Examination Successes 


At the professional accountancy examinations, for which the Metropolitan College provides 
Expert Postal Tuition, students from the College have obtained — 


MORE THAN 45,000 PASSES and 
MORE THAN 1,400 DISTINCTIONS 
MEDALS and PRIZES 


Be guided by the experience of others 


TAKE ACTION NOW! Write TODAY for a free copy of 
the College Accountancy Prospectus (stating the examina- 
tion in which you are interested) to the Metropolitan 
College (A1), St Albans, or CALL at the London Advisory 
Office, 30 Queen Victoria Street, London EC4N 4SX. 
(01—248 6874). After office hours (5 p.m. Monday-Friday) 
telephone messages are recorded electronically. 


LINKED PRIVATE STUDIES 


For students who wish to participate in linked drai 


and correspondence tuition, the Luton College of 
Technology and Metropolitan College now offer 
these facilities. Please write to: Metropolitan 
College for details of various courses available. 


Metropolitan College, St.Albans J 


Founded 1910 





A core dited by the Councilfor the Accre ditation of Correspondence Colleges. 
Member of the Association of British Correspondence Colleges. 
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Financial Statement Objectives 


JN See definition of the objective, it has been 
pointed out before, is an essential prerequisite to 
meaningful progress. Not a little of the controversy of 
recent years over the alleged shortcomings of accountants 
and the deficiencies of their product can be traced, as we 
suspect, to a certain confusion of thought as to the purposes 
which annual accounts can be properly expected to serve; 
and attempts to be ‘all things to all men’ have an unfor- 
tunate habit of ending in something that is meaningful to 
no more than a very few. 

Recent submissions of the American public accounting 
firm of Arthur Young & Co, to the accounting objectives 
study group of the American Institute of Certified Public 
Accountants, are uncompromising upon this fundamental 
point. Financial accounting, it is pointed out, has not been 
developed to provide all of the quantitative information 
about the 2conomic resources of a business; the term 
‘economic resources’, as commonly used by economists, 
includes items which as.a practical matter can be recognized 
in financial statements only to a limited extent, if at all. 
The Arthur Young view, kased on their own experience of 
the practice of public accounting, is that financial state- 
ments should be addressed to the needs of equity investors 
and creditozs as the primary user group; financial informa- 
tion required only by other users, it is suggested, ‘should 
not be included in financial statements if its inclusion 
would detract from the usefulness of the statements to the 
primary user group’. 

A criticism. which is voiced of professional accounting 
practice in America — and which may also be applicable in 
other countries — is that previous pronouncements have 
provided little information about user objectives and needs. 
Thus, in Statement No. 4 of the American Institute’s 
Accounting Principles Board, the criteria of relevance, 
understandability, neutrality and completeness are identi- 
fied as ‘qualitative objectives’; but, as the Arthur Young 
paper poincs out, ‘it is necessary to know what the investor 
considers relevant, whether a proposed financial statement 


presentation is understandable to him, what the common 
needs of investors are, and what financial information the 
investor needs to make the statements complete’. 

Another feature which, it is reasonably argued, should 
be more closely defined is the concept of the ‘reasonably 
informed investor’ — a person who, whilst by definition 
falling short of the ‘professional’ investor, would seem to 
be rather more than a layman in this field. Certainly, many ' 
accountants would regard it as optimistic to credit the 
representative lay investor with a ‘reasonable understanding 

. of the business of the reporting enterprise, the industry 
or industries in which it operates, conditions in the 
economy and general business practices’. Though business - 
transactions are often complex, leading in turn to complex 
financial reporting procedures, the achievements of some 
notable past winners of The Accountant Annual Awards 
indicate what can be done to prevent a complex statement 
from becoming also a confusing one. 

No less than other countries of the Western world, the 
United States is having its own inflation difficulties — as 
evidenced, for instance, by the fact that America’s gross 
national product for 1970 showed an increase in terms of 
historical dollars, but decreased in price-level-adjusted 
dollars. In general terms, the Arthur Young paper endorses 
financial reporting based ‘on historical cost and completed 
transactions as continuing to be ‘the most useful form of 
reporting in most situations for the foreseeable future’. 

Current value accounting, it is argued, is appropriate 
only where it does not adversely affect the reliability of the 
information presented; in essentials, where there is a 
ready market for the whole of the quantity of the relevant 
assets already held, and where their nature facilitates rapid 
transfer of title and receipt of proceeds. Examples in- 
stanced include stockbroking firms, insurance companies, 
and dealers in precious metals and certain other com- 
modities; in such cases, it can be recognized that market 
prices have greater relevance than cost. 

Replacement cost accounting #ë seen as originating, 
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consciously or unconscicusly, in one of two different aims — 
to adjust for the effects of inflation, or to reflect current 
values. On the latter ground, the present authors find it 
undesirable as, first, that even if the theory of current value 
accounting is accepted, it should not be pursued piecemeal. 
Secondly, that replacement cost accounting rests on the 
unrealistic assumption that property, plant and equipment 
would be replaced with the same or similar assets. 
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The proposal for inflation accounting, it is interesting to 


_ note, broadly follows that already developed in the English 


Institute’s discussion paper, ‘Inflation and Accounts’ 
(The Accountant, September 2nd, 1971), of dual reporting 
in historical and price-adjusted terms; the continuing use 
of historical figures in this context is foreseen as having 
relevance at least for tax purposes and to provide reference 


' points. 


Will Sterling Sink or Swim? 


HE decision to let the £ float at least ensured that the 

Government would not repeat the previous Adminis- 
tration’s mistake in trying to hold a fixed exchange rate 
against massive pressure to unload sterling. Even so, it is 
clear that the losses sustained by the reserves must have 
been quite considerable. 

It will almost certainly be the end of the year before a 

new official rate for sterling is quoted and the Government, 
one suspects, will be very satisfied 1f it ultimately reverts to 
the old. sterling-dollar rate of 2-40. In the meantime, 
however, there are a number of very serious problems 
which have to be resolved by the world in general and the 
UK in particular. 
. First, is the impact of the new sterling crisis upon the 
world’s monetary system. It is less than a year since the 
Washington agreement suggested that a new period of 
stability had been inaugurated. Admittedly, there have 
been signs of continuing strain and, inevitably, once one 
major currency was forced off balance, others would 
. similarly be affected. It now remains to be seen what will 
happen to the yen, the US dollar and the lira, to mention 
only the more obvious cases. | 

The second problem concerns Britain’s role in the mon- 
etary system of the European Economic Community. 
Quite apart from the fact that the French and Germans 
are not ad idem on this topic, the current difficulties of 
sterling will merely remind the French that President de 
Gaulle was right. The latest unilateral action by Mr 
Barber will not be acceptable in the future within the EEC 
if the French have their way. 

The third — and, for the British public, the most im- 
portant — problem, is what the decision to let sterling float 
means for the UK economy, its balance of payments, the 
cost of imports and the future rate of inflation. There seems 
little reason for doubting that sterling has been temporarily 
devalued and that this will be confirmed in any future 
international settlement. To that extent it will not help 
stabilize Britain’s internal prices. 

The unanswerable question at this stage is the degree of 
devaluation that will be acceptable to the international 
community of trading nations. The Americans have 
already made it clear that the present policy can hardly be 


attributed to the UK’s external payments position, which 
remains quite strong. l 
On the other hand, it has been generally predicted, not 
least quite recently by the National Institute’s Economic 
Review, that the external payments account is deteriorating 
and will weaken still more during 1973. The fact of the 
matter is plainly that in recent months it has become 
increasingly evident that Britain’s exchange position would 
have to be adjusted to take account of the deteriorating 
prospects of her exports. The rail workers’ award and the 
dockers’ undoubted victory merely underlined what: the 
miners’ settlement had earlier presaged — that the Govern- 
ment would not be able to check inflation. ‘The consequent 
increase in costs was already affecting the competitiveness 
of British exports and, as Mr Healey’s remarks made clear, 
it was not a question of whether, but rather when, sterling 
would be devalued. For that situation, it is hardly sensible 
to blame the speculators and the movements of hot money. 
It may well be true, as some observers have noted, that 
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while sterling floats the Government has an opportunity 
to evolve new policies. Unfortunately, every government 
for the past twenty-five years has had such breathing 
spaces, and invariably has failed to use them. It does not 
require a professional economist to discern that the very 
_same forces which led to Mr Wilson’s departure from 
No. ro are now inexorably forcing the present Government 
into the same difficulties over economic policy. 

It will be a major tragedy if the British public is left 
with the impression that the plight of sterling is due to 
international currency speculation. It will be equally 
disastrous if the politicians accept another devaluation while 
the Bank of England continues to expand the money supply 
and feed the consumer boom. The public will measure the 
- Government's economic performance by two criteria — 
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first, the extent to which it can check inflation; and second, 
Its success in reducing unemployment. 

It is now for the Government to do what all its pre- 
decessors in office since 1945 have failed to do: to explain 
to the mass of the public that if it wants stable prices as 
well as high employment, then the present system of 
collective bargaining must be changed. As long as it re- 
mains possible for sections of organized labour to increase 
their share of the national cake at the expense of other 
members of the community, then the result is either in- 
flation or unemployment. 

There are signs that more and more people are beginning 
to realize which is the more serious of these two sicknesses 
in an industrial society. The Government must harness 
that public feeling in support of new policies. 





Finance Bill Changes on 
Share Option Schemes 


HE Starding Committee debate 

on the Finance Bill took a lively 
turn when the clauses on share option 
and share incentive schemes came 
to be considered. The initiative in 
putting forward amendments stemmed 
as much from Government supporters 
as from the Opposition, and some 
significant changes were introduced, 
reflecting earlier criticism of the limit- 
ations found in the Bill. 

As originally drafted, clause 5 in 
Part II of Schedule 12 restricted to 5 
per cent the permissible increase in a 
company’s share capital attributable to 
schemes in the aggregate during their 
first ten years. That percentage re- 
flected the existing policy of the 
Stock Exchange and the institutions 
both of which are now poised to 
permit a more liberal scale in special 
situations. Hence the amendment per- 
mus a ro per cent increase up to 
£200,000, keyond which the s per 
cent scale operates. 

Part IV applied a further condition 
that limited the acquisition by any 
person of share interests, so that the 
value acquired in any one year did not 
exceed 40 per cent of his emoluments 
for the preceding year; and did not, 
when aggregated with earlier ac- 
quisitions, exceed twice those emolu- 
ments. The Chief Secretary to the 
Treasury stated that the 40 per cent 
annual limit was aimed primarily at 


preventing any undue amount being 
allocated in one year by artificial 
inflation of salary, but it seems that 
the Inland Revenue will now be 
expected to deal with this aspect 
without statutory assistance. The ag- 
gregate limitation of twice the previous 
year’s salary is to be increased to four 
times that amount. 

Another restriction originally limited 
permissible holdings to shares in the 
company of which the participants 
were directors or employees, or to 
shares in the parent company. ‘This 
has now been extended so that shares 
in consortium companies also qualify, 
a consortium company being re- 
quired to own at least 15 per cent of 
the parent company or the subsidiary 
for which the participant works. 

A modification of a different nature 
concerns the extension of the period 
within which rights must be exercised 
on severance to allow 12 months in 
the case of a deceased participant. 
Moreover, variations in share capital 
are to be recognized, as are unfavour- 
able fluctuations in value. 


Making VAT Work 


Bice canals with teaspoons 
has been recommended in the 
past as a sovereign remedy for un- 
employment. Introduction of value 
added tax, on recent evidence, appears 


to ‘have considerable potentialities 
in the same direction. 

In a recent written answer to a 
Parliamentary question (The 
Accountant, June 22nd) Mr Terence 
Higgins, Financial Secretary to the 
Treasury, estimated the total number 
of staff to be employed at the Southend 
VAT centre as some 1,200, including 
some now engaged on purchase tax 
work. On a national basis, he revealed 
in a further answer last Thursday, the 
number of staff required is estimated 
at nearly 8,000 — made up of goo extra 
staff already taken on (up to June 
16th), 5,000 in process of recruitment 
and 2,000 who will become available 
with the zbolition of purchase tax. 

The VAT central unit at Southend 
is currently employing a staff of 257, 
out of 1,907 Customs and Excise. 
employees at this address. 


20,000 New Companies | 


NCREASES in the number of new 

company formations, highlighted in a 
letter from the Registrar of Com- 
panies in our issue of April 27th, show 
no signs of abatement. ‘The number of 
new companies registered in May 
1972, 4,412, is the largest for any 
single month at least since December 
31st, 1970, and probably at any time. A 
total of 20,392 new companies was 
registered in Great Britain during 
the first five months of 1972, com- 
pared with 16,441 in the correspond- 
ing period of 1971. 

All of the 4,412 new registrations in 
May 1972 were private companies, 
nearly three-qyarters of them being 
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registered with a nominal capital 
not exceeding £100. Twenty-six com- 
panies at the other extreme were 
registered with a capital of {50,000 or 
more, including one with registered 
nominal capital in excess of fI 
million. 

These figures, published recently 
by the Department of Trade and 
Industry, are exclusive of unlimited 
companies and companies limited by 
guarantee. 


Accounts for the Layman 


HE accounts of two previous 

winners of The Accountant Annual 
Awards, GKN and Alenco Ltd, have 
been selected as the basis of a new 
handbook for the non-professional 
_ investor, Understanding Company 
` Financial Statements. 

The author, Professor R. H. Parker, 
B.SC.(ECON.), F.C.A., now of Dundee 
University, first became aware of the 
need for such a book when lecturing at 
the Manchester Business School to 
‘managers who showed themselves 
more interested in considering the 
situation of a real rather than of a 
hypothetical company. The selection 
of Alenco for this purpose, apart from 
the prestige attaching to an Award- 
winner, was governed by ‘the sub- 
stantial efforts made by this particular 
‘company to make its accounts in- 
telligible to the non-specialist, and the 
fact that the structure of the Alenco 
group, whilst typical, is not so com- 
plicated as to make it unsuitable for 
treatment in an introductory book of 
this kind. 

Professor Parker’s book is written, 
- not for accountants, but for the general 
reader and in particular for the esti- 
mated four million individuals directly 
“owning shares in quoted companies. 
In addition to chapters on accounting 
concepts, taxation and audit, tools of 
analysis, return on investment, 
liquidity, sources of funds and capital- 
ization, the book provides several 
suggestions for further study and a 
useful glossary of accounting termin- 
ology. 

Alenco, since winning the Award in 
1967, has become a wholly-owned 
subsidiary of the Charterhouse group, 
and as ‘such is no longer under a 
statutory obligation to publish its 
accounts. It nevertheless continues to 
do so, believing (in the words of Mr 
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R. E. Burrows, M.A., F.C.A., A.C.M.A., 
director and financial controller of the 
company) that its customers, suppliers 
and employees are entitled to receive 
financial information that is easily 
understood. There can be little justifi- 
cation, said Mr Burrows, in presenting 
the figures in a form intelligible only 
to other accountants; these are not the 
only people to own shares or who wish 
to know how the company is growing. 

Speaking at a press conference to 
mark the publication of his book last 
week, Professor Parker saw Britain’s 
impending entry to the European 
Common Market as the most signifi- 
cant future development affecting 
British accountants. Understanding 
Company Financial Statements is pub- 


lished by Penguin Books Ltd as part- 


of the Pelican Library of Business and 
Management, price 6op. 


Docks Board Accounts 


UBLISHED accounts of the 

British Transport Docks Board for 
1971 showed a net surplus of £400,000 
on gross receipts of {40:2 million. 
This surplus is arrived at after charging 
£59 million by way of interest, {3-7 
million depreciation based on historic 
cost, 
transferred to reserve as a contribution 
towards the increased cost of replace- 
ment of fixed assets. 

Though liable to corporation tax, 
no charge for this appears in the 
Board’s 1971 accounts — due mainly 
to the effect of substantial capital 
allowances on investment in new port 
facilities. The balance on taxation 
equalization reserve at the close of the 
year was {3-8 million. 

Price Waterhouse & Co have been 
reappointed auditors of the Board for 
a further year. A contributed article, 
‘Financial Policies for. Ports’, by Mr 
Stanley Johnson, C.B.E., F.C.A., F.C.LT., 
managing director of the Board, 
appeared in The Accountant for July 


8th, 1971. 


investment Appraisal 


PPRAISING the absence of in- 

vestment, said Mr John Davies, 
M.B.E., F.C.A., J-DIP.M.A., recently, was 
a management technique insufficiently 
practised. Managements were rarely 
engaged in non-investment analysis — 
that is to say, sufficiently frequent 
studies of the consequences of failure 


and a further f1-2 million ` 
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to invest or replace obsolete plant. 
Mr Davies, Secretary of State for 
Trade and Industry, was speaking 
at the opening last week of the 
‘Machine ‘Tool International 72’ ex- 
hibition at Olympia. The ultimate 
criterion of whether-or not to invest, - 
he said, was no longer the chairman’s 


hunch alone; today this hunch was 


often backed by careful analysis of 
investment opportunities, alternatives 
and rewards. He continued: 


“After some years now of low manu- 
facturing investment, the capital goods 
industries are facing real problems, and 
this is by no means a peculiarly. British 
phenomenon. Some concern should be 
felt by manufacturers that when the 
new demands are made — en masse as 
they probably will be (he capital 
goods industries may find themselves 

‘with real problems meeting those 
demands or, at least, in meeting them 
without undue delay. It is for this 
reason that the Government has 
decided to set an example to industry 
by putting through all the machine 
and tool orders for which it is the 
customer within a short space of time, 
amounting to between £8 and {10 
million.’ 

He concluded in the hope that the 
many potential buyers visiting the 
exhibition would not go away empty 


handed unless they were sure that 


their works efficiency could not be 
improved by bringing in one or more 
of the amazing range of designs 
exhibited, either as an addition or as a 
replacement. 


Personal Loan Facilities 
STABLISHED professional quali- 


fications, it has been recognized, are 
a valuable form of collateral security 
for personal loans. A spokesman for 
Charterhouse Japhet last week con- 


‘firmed that the initial response to their 


recently-introduced personal- loans 
scheme for members of the recognized 
professions had exceeded all ex- 
pectations. 

A substantial proportion of these 
applications, it was stated, had come 
from accountants and solicitors seeking 
either to purchase a share in a partner- 
ship or to improve existing practice 
facilities. This, however, is by no 
means the only object of Charterhouse 
Japhet’s venture. It is a feature of the 
scheme that loans of up to {£5,000 are 
available for a wide variety of personal 
expenditures — for instance, home 
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extensions, a car or a boat — with 
repayments tailored, over a maximum 
term of five years, to meet individual 
circumstances. 


Local Government Team 
wins Management Game 


SSEX COUNTY COUNCIL have 

been declared winners of the 
National Management Game for 1972. 
A six-man team from the Treasurer’s 
Department accumulated a net profit 
of £3,525,330, beating Oriel College 
(£2,327,190), with Carrington & 
Dewhurst, and Sterling Metals Ltd 
in third and fourth places, respectively. 
The Essex team will now meet 
entrants from Ireland, Denmark and 
Wales in an International Final to be 
played on July 14th and 15th. 

In addition to qualifying for the 
international game, the winners re- 
ceived the Financial Times trophy and 
a cheque for £500. Mr Geoffrey 
Cross, managing director of Inter- 
national Computers Ltd, presented the 
prizes on behalf of the sponsoring 
organizations, jointly with Mr E. K. 
Wright, M.A., F.c.A., Deputy President 
of The Institute of Chartered Ac- 
countants in England and Wales, and 
Mr William Roger, managing editor 
of the Financial Times. 

Members of the winning Essex team 


were Messrs John L. Lamacq, 
A.I.M.T.A., A.M.B.I.M., (chairman), 
David Andrews, A.I.M.T.A., John 
Proctor, A.I.M.T.A., John Ross, 


A.I.M.T.A., Lan Taylor, M.sc., and Ray 
Wager, M.A., M.Sc. Their achievement, 
taken together with the recent suc- 
cesses of teams from the City of 
Bradford and the Scottish Office in 
other management games (The 
Accountant, April 20th and May 
25th), indicates a level of management 
expertise and potential within national 
and local government fully com- 
parable with that to be found in the 
professions, industry and commerce. 


Mr John L. Lamacq, A.|.M.T.A., A.M.B.I.M., 
holding the Financial Times trophy presented 
to the Essex County Council team after 
winning the 1972 National Business Game. 
Pictured with the winning team here are 
Messrs W. W. Roger, managing editor of the 
Financial Times, and E. K. Wright, M.A., 
F.C.A., Deputy President of the Institute 
(centre back) and Mr G. A. Cross, managing 
director of ICL (second from right). Mr J. 
Ross, A.!.M.T.A., proudly displays the winners’ 
£500 cheque. 
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USA Certificate in 
Management Accounting 


UNIFORM national examination 
leading to a certificate in manage- 
ment accounting has been proposed 
inthe USA by the National Association 
of Accountants, which has established 
its own ‘Institute of Management 
Accounting’ for this purpose. The 
Association’s aim is ‘to recognize 
professional competence’ in the field 
of management accounting. 
Candidates for the certificate exami- 
nation, it is proposed, would be 
required to hold a first degree from 
an accredited college or university 
or an equivalent qualification. 


Proposed Australian 
Charter Changes 


EMBERS of The Institute of 

Chartered Accountants in Aus- 
tralia are to petition the Crown for a 
proposed new Supplemental Royal 
Charter and By-laws. 

Among the more far-reaching 
changes proposed is the modification 
of the present outright prohibition 
against carrying on in public account- 
ing activities through incorporated 
companies. The Institute’s General 
Council emphasized that the elimina- 
tion of the prohibition does not 
signify any basic change in Institute 
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policy towards the use of companies, 
but the amendment will be followed by 
the promulgation of guidelines in- 
dicating in what circumstances their 
use will be considered acceptable. 

Another important change is the 
introduction of practising certificates. 
This will replace the present classifi- 
cation of members, although the 
categories of fellow and associate will 
be retained. Holders of practising 
certificates will be granted one extra 
vote, but other differential voting 
rights at present attaching to fellows 
and associates will lapse. 

The proposed new Charter provides 
for a number of radical changes in 
the Institute’s investigation and disci- 
plinary procedures. Experience has 
shown that the present procedure 
under which all disciplinary cases are 
heard by the full General Council has 
proved somewhat inflexible in practice. 
The new procedure provides for 
investigations to be carried out in the 
first instance by State investigation 
committees, which will refer prima 
facie breaches to a national disciplinary 
committee for hearing. There is also 
provision for appeal. 

The establishment of a separate 
overseas list of members is envisaged, 
and greater provision is made to service 
the increasing number of Australian 
chartered accountants practising over- 
seas, particularly in South East Asia 
and the Pacific. 
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Corporation Tax 
Burdens 


ROM next April, companies can 

expect to be faced with a liability 
for corporation tax at a rate of some 20 
per cent on profits other than capital 
gains, plus a further 30 per cent in so 
far as those profits are not distributed. 
There are complex provisions designed 
to produce this result under a scheme 
where the nominal rate of mainstream 
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corporation tax is forecast as about 50 
per cent, and relief for advance cor- 
poration tax payable at 30 per cent 
on distribution is available against 
that mainstream liability only if elab- 
orate transitional conditions are satis- 
fied. For companies subject to overseas 
taxation, the burden will be eased by 
continuance of the ‘overspill’ relief 
introduced in 1965 for a further 
period expiring in 1976-77. 

The idea of the Treasury making 





Estate Duty Exemptions 


on Works of Art 


le G estate duty exemptions 
3 in respect of works of art of con- 
_ spicuous merit, it was announced last 
week, are to be broadened. The 
_ Government’s aim is to enhance the 
contribution made by public col- 
lections to the national heritage, and 
in particular, to enable local authority 
and university museums to make a 
bigger contribution by giving them the 
benefit of a wider use of the National 
Land Fund to acquire works of art 
in lieu of estate duty. 

The test for exemption from estate 
duty, under the provisions of section 
40 of the Finance Act 1930 as 
amended, of a work of art which 
continues to be enjoyed in kind will in 
future be whether it is good enough 
to be displayed in any of the public 
collections covered by that Act. The 
test for aceeptance of works of art in 
satisfaction of estate duty, as provided 
by section 34 of the Finance Act 1956, 
will in future be whether the work 
would be a pre-eminent addition to 
any such collection. 

These relaxations were announced 
by the Treasury Minister of State, 
Mr John Nott, in the course of a 
written Parliamentary answer on June 
20th. The full text of his reply is as 
follows: 

“The Government have decided that 
the existing tests do not take full 
account of the needs of local authority 
and university institutions. The stan- 
dards applicable to their collections 
will therefore be used in future both 
for acceptance of works of art and for 
exemption from estate duty. A work of 
art offered in lieu of estate duty will be 
accepted if the Treasury are satisfied 


that it would be a pre-eminent ad- 
dition to a public collection, whether 
national, local authority or university. 

‘Similarly the less stringent test 
used to assess whether a work of art or 
other object should be granted exemp- 
tion from estate duty will be: is it 
good enough to be displayed in a public 
collection? 

‘The Government’s aim, by allowing 
a wider range of exemptions and a 
more frequent use of the National 
Land Fund, is to encourage museums 
and galleries to build up their col- 
lections, and particularly those in the 
regions. The changes will also help 
private owners to retain exempt objects 
or sell them to these collections. The 
great national collections will continue 
to be enriched by outstanding works of 
art under the 1956 procedure. But 
since this is intended for acquisitions 
outside the scope of their normal 
annual purchase grants voted by 
Parliament, any national institution 
which is allocated a work of art costing 
less than 25 per cent of its annual 
purchase grant will be required to 
reimburse the National Land Fund. 

“The Paymaster-General is consult- 
ing with the Standing Commission on 
Museums and Galleries on the pro- 
cedures for determining the allocation 
of works of art accepted in lieu of 
estate duty between national and 
regional museums. He proposes to 
make a statement when these con- 
sultations have been completed.’ 


National, local authority and uni- 
versity collections will also benefit 
from the estate duty relief on pro- 
perty going to national heritage bodies 
under the provisions of this year’s 
Budget, and now incorporated in 
clause 112 of the Finance Bill 1972. 
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grants in aid of taxes to those less well 
placed to bear them has many possible 
applications; the Government is pre- 
pared to consider what might be done 
for unquoted companies with a view 
to encouraging retention of profits. 
The Chief Secretary to the Treasury ` 
gave this undertaking during the 
Standing Committee stage of the 
Finance Bill. Some amendments pro- 
posed a period of transition of many 
years, while others envisaged a fund 
with affinities to the post-war credit 
which was a feature of the wartime 
excess profits tax — this time under the 
name of a ‘distribution suspense ac- 
count’. 

Clearly there would be difficulties if 
some companies were to be permitted 
to remain subject to the existing 
system, so that the alternative of a 
grant such as ‘overspill’ does at least 
ensure a basic uniformity. Next year’s 
Finance Bill, it appears, will contain a 
fresh range of complications. 


Finance Bill Partially 
Republished 


O complicated and wide ranging 

is this year’s Finance Bill that the 
unusual step has been taken of re- 
publishing part of it as amended in 
committee but before completion of 
the House of Commons committee 
stage. The new publication deals 
with clauses 1—78 and Schedules 1-13, 
comprising Parts I to IV of the Bill 
which relate to indirect taxation — 
including, of course, the controversial 
value added tax, the projected demise 
of purchase tax, and the imposition of 
income tax and corporation tax. Still 
to come are the provisions affecting 
the taxation of companies and com- 
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by Smethurst 
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pany distributions, capital gains tax 
and estate duty, and ‘miscellaneous’. 

The provisions concerning share 
option and share incentive schemes 
have been the subject of amendment 
twice over — partly in committee of the 
- whole House and partly in standing 
committee. The changes, which are 
reflected more fully in another note, 
consist largely of the correction d 
faulty drafting. 

On June 21st a Government amend- 
ment altered clause 75. The amend- 
ment was said to do two things. 
First, it ensures that an increase in the 
value of shares acquired under a 
profit-sharing scheme is not taxable 
under the clause, whether or not the 
employee satishes the conditions in 
Part V of Schedule 12. Secondly, it 
excludes from the clause shares which 
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special restrictions and are not of a 
class held mainly by people who have 
acquired them as directors or em- 
ployees. 

As regards relief for interest paid, 
the Government introduced an amend- 
ment to Schedule 10 which was said 
to meet a point drawn to the Govern- 
ment’s attention by the accountancy 
bodies. 


Guaranteed Export 
Credits 


FFICIALLY-SUPPORTED ex- 
port credits are playing an increas- 
ing role in competition on export 
markets, in particular for investment 
goods. Over the last ro years their 
duration has been gradually extended; 
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in n. to. $1:5 billion in: 1965. and 
$5°4 billion in 1970. Problems raised 
in international trade by these de- 
velopments are discussed within the 
Organization for Economic Co-opera- 
tion and Development by the Group 
on Export Credit and Credit Guaran- 
tees. 

The group’s work on the possibili- 
ties of ensuring orderly competition 
in the field of export credit led to two 
decisions by the OECD Council: to set - 
up an exchange of information system, 
and to institute a prior consultation 
procedure. These decisions apply to 
officially supported export credits of 
more than 5 years’ duration. The new 


procedures will be applied as from 


July 1st, 1972, and this operation will 
be reviewed at the end of a trial period 
of one year. 


a person acquires as a director or 
employee if they are not subject to 


THIS IS MY LIFE 


Dealing with the 
Deadwood 


by An Industrious Accountant 


F all the charts that we display to our directors at 

board meetings, number four makes the biggest 
impact. It covers fifteen years back, plus a couple of 
question-marked projections forward. Line A shows gross 
profit crawling laboriously skywards, line B the total costs 
springing up enthusiastically alongside, and line C, on a 
different scale above them, is our turnover. 


When A and B diverge there is much good humour | 


when they threaten to join one another there are disputes 
and recriminations. The managing director demands 
analyses and sub-analyses, and remedial measures are 
urged on harassed subordinates. 

Wages and salaries were the target for special study last 
time. Prinny produced schedules of rates for the job 
(the chairman said, in some bewilderment, that he could 
remember paying the Men’s Readymades buyer less than 
the typists were getting now) and their increases over the 
' years (the deputy-chairman recalled wryly the head-on 
clashes over 15s per week rises in the early fiftys not to 
mention the two-year gaps between claims) and explained 
that these were agreed district rates for the jobs. There was 
no scope for economies to be made there. 

As regards the year-end bonuses, he emphasized these 
were based on the law of the market place. There were 
unwritten but well-known levels of rewards in the trade for 
able buyers after good or lean years. Should we pinch and 


guaranteed export credits exceeding 
5 years went up from $78 million 


Under this system, any member 
who receives an application for 


scrape, our best staff would just up and go, and to break in 
new replacements would cost us dear. No, no reductions in 
the bonus payments, please. 

So they talked up and down the scales. Finally, Prinny ` 
asked bluntly what the MD wanted him to do, and the 
MD said rather snappily that he had assumed that Prinny 
— as the expert — would have something to suggest, and we 
set off from square one again. At that stage the deputy- 
chairman, who’s no fool at all where costs are concerned, 
produced an idea. 

No point in risking the loss of our best men, he grunted, 
but how about reversing the approach and weeding out 
some of the duds? All that ruddy deadwood that was 
congesting the payroll should be axed drastically.. 

He had a point. Like every cld-established company, we 
carry our share (another well-known but unwritten list) of 
the slack, the sluggish, and the tired couldn’t-care-less - 


types who are content to coast complacently along to . 


retirement. We wouldn’t sack them, for assorted reasons, 
but ‘they’d none of em be missed’, as Ko-Ko said, if they 
left us of their own volition in the morning. 

A quick flurry of comment erupted. If that garrulous ass 
George left, we could promote Dick; if Marjorie left, we 
could give Parfumerie and Cosmétiques a new look; if my 
fat departmental accountant departed, I could reorganize 
and rotate; if... 

The MD broke the spell by asking suavely just how we’d 
propose to bell this particular long-lived old cat? What 
about some positive action just for a change? This as- 
persion stung poor Prinny. He said indignantly he’d 
certainly produce a plan for the next meeting, no trouble at 
all about that, to reduce numbers and save salaries. The 
question as he saw it was whether the directors would be 
ready to face the consequences, because there could be 
nasty repercussions from the rest of the staff. 

The next meeting will be fairly lively. 
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official support for a transaction tied to 
exports on crédit-terms which exceed 
a duration of 5 years may address to 
one or more of the participating mem- 
bers an inquiry in order to ascertain 
the terms of credit they are or would 
be prepared to support for that trans- 
action. After the exchange of informa- 
tion, each country which has taken 
part in it may support credits as 
favourable as any declared in the 
exchange of information. 


The credit terms on which informa- 
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tion will be exchanged are: 
(a) payments with contract; 
(b) payments on or before delivery; 
(c) total length of credit and reasons 
therefor; 
(d) the number and amounts of instal- 


ments and the periods between 


each; 
(e) any arrangements for covering local 
costs. 
Countries participating in the prior 
consultation procedure (confined to 
credits for industrialized countries) 


are Austria, Belgium, Canada, Den- . 
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mark, Finland, France, Federal Re- 
public of Germany, Ireland, Italy, ` 
Luxembourg, Netherlands, Norway, 
Spain, Sweden, Switzerland and the 
United Kingdom. Essentially, it in- 
volves an undertaking by each par- 
ticipating country, when planning to . 
guarantee a commercial credit exceed- 
ing 5 years’ duration, to inform the 
other participants of the terms en- 
visaged and to take no final decision 
before its partners have, within pre- 
scribed time limits, made comments. 





Planning for VAT 


The Alternative is Chaos 


by R. G. BASSETT, F.C.M.A., A.C.LS. 


Management Development Adviser, Road Transport Industry Training Board 


The gap between the present and April 1st. 1973, when VAT will be introduced, is 

' steadily closing. Businessmen have been accused of complacency because, it is claimed, 
they do not fully understand the ramifications of VAT upon the business system. This 
article seeks to offer some guidance on preparing businesses and personnel for the 


introduction of value added tax. 


A5 THOUGH most of the provisions in the White 
Paper on value added tax (Cmnd 4929, The Accountant, 
March 23rd), are fairly clear — thus it is widely known that 
taxable persons must register with Customs and Excise; 
record output and input tax; calculate the net VAT liability 
and pay Customs and Excise in the month following each 
three-monthly accounting period; and, finally, keep 
- records and accounts — the process is not quite so simple 
as it might seem; or as the White Paper leads us to believe; 
it might be simple for some, though not for everyone, once 
it is finally set up. Small businesses, in particular, may find 
‘it difficult to cope with the additional burden of having to 
account for VAT. : 

Large or small, there is a lot that has to be done before 
VAT-day arrives, and it is doubtful if all that has to be 
done can be accomplished during the shrinking time-gap 
that separates us from VAT-day. The conversion of systems, 
machines and stationery, and the training of staff in some 
1-5 million businesses cannot happen overnight; and al- 
though accounting machine manufacturers, printers and 
training bodies will have a bumper time, it will inevitably 
mean headaches for a good many businesses. For that 
reason the intreduction of VAT, like any other innovation, 
should: be planned rather than just be allowed to happen; 
añdithe business that gets in first is the one that will avoid 
pressures when VAT finally arrives. The points dealt with 
below are therefore offered for guidance. 


a 


Strategy | x 


Determine at a senior level how VAT will affect your 
company, having regard to the points outlined below and 
the special points peculiar to your business. Determine 
therefrom what has to be done, the person or persons 
responsible for the introduction of VAT, and compile a 
‘time-schedule’ for its smooth implementation. Above all be 
objective and monitor progress. A senior executive should 
be appointed as overseer to ensure that things ES done in . 
the right time and order. 

Review purchasing and sales and cash accounting pro- 
cedures after considering which sales and supplies will be 


“exempt, zero-rated or chargeable at the standard rate of 


VAT. It is almost certain that sales invoices, statements, 
sales and purchases day-book summaries and cash sum- 
maries will need redesigning to accommodate VAT 
requirements though, if the business is a fairly simple one, 
it might just possibly get away with it. 

VAT analyses should be geared to facilitate the com- 


pilation of the quarterly tax return. It will be EE to 


analyse sales under: 


Outputs at standard rate; 
Exports; 
Other zero-rated outputs; 


Exempt outputs. 
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Similarly, purchases will be analysed under: 
Taxable inputs at standard rate; 
Zero-rated inputs. 


In each case the analysis will be net of credits, so the 
accounting system will need modifying to accommodate 
these requirements. Immediate steps should, therefore, 
be taken to prepare for these changes by: 

(i) giving your printers plenty of notice as to your require- 
ments, fixing dates when possible; 

(ii) calling in your accounting machine or computer manu- 
facturer for early advice with a view to converting your 
software and hardware; and 

(iii) training your staff to cope with VAT. 


Where you are in doubt as to the requirements, do not 
hesitate to contact Customs and Excise. ‘They have a staff 
sitting there to advise you. 


Printing and stationery 


As already implied, printers are going to have a bumper 
day with orders, which means they will be heavily loaded 
and unable to work miracles for individual customers. The 
rule must, therefore, be, ‘get in early’. 
- This rule equally applies to businesses which print their 
own stationery because, after April ist, all internal printing 
will be subject to VAT which must. be declared on tax 
returns. | 

Introduction of VAT is likely to put additional strain 
on accounting machines which may already be heavily 
loaded. Besides the redesign of stationery there is also the 
matter of additional registers and perhaps additional or 
larger machines. | 

In the case of visible-record computers it will be neces- 
sary to emplov additional registers and amend (or provide 
additional) programs and ensure that input data can deal 
with the additional VAT data; similarly, computer-based 
systems wil require amended software. Customs and 
Excise have set up a special department to deal with 
computer systems problems, and the advice is there for the 
asking. 


Costs and prices 


As VAT is claimed to be a ‘neutral’ tax, it should not affect 
costs and prices, but costs can be affected where goods or 
services are obtained from exempt persons who will attempt 
To pass on the tax paid on their own purchases as part of 
their selling price. The policy should therefore be to 
purchase from taxable persons even though the immediate 
price is higher than that of an exempt supplier. 
For example, the basic price from a taxable trader might 
be £1,000, plus VAT at ro per cent= £1,100, compared 
with a price of, say, £1,050 from an exempt trader. The 
VAT charge of {100 is, however, credited against the 
buyer’s outputs, leaving a net purchase price of £1,000 — 
a saving of { 50. | 
There may be anomalies, however (besides business 
cars and entertaining expenses), whereby it is not possible 
to avoid price increases as the result of VAT; for example, 
insurance premiums and the like. Schedules of those costs 
which are foreseen to increase as the result of VAT should 
be drawn up and the effect on selling prices considered. 
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Prices should then be restructured to suit both the business 
and the market well in advance of VAT-day. 

When VAT is introduced, cash flow will be affected; 
additional money will flow into the business from customers 
as the result of the VAT levied on sales invoices, while 
additional payments will be made to taxable suppliers to 
cover their VAT charges. It is likely that additional cash 
flowing in will initially exceed additional cash flowing 
out, although it will be necessary to pay over the difference 
to Customs and Excise at the end of the quarterly account- ` 
ing period. Remember, however, that the net liability will 
be based on outputs less inputs whether or not money has 
changed hands, and any credits will be settled by Customs 
and Excise. Cash flow will be further affected by the period 
of credit extended to customers and the period of credit 
allowed by suppliers. With this in mind, it seems wise to 
tighten up on credit control long before VAT arrives, also 
bearing in mind that VAT on bad debts is not recoverable. 

Zero-rated sales and exports will enhance cash flow, as 
will the purchase of fixed assets, while exempt sales and 
purchases will have the opposite effect. Traders must 
ensure that there are adequate cash resources available to 
pay the VAT bill when it becomes due. Failure to pay 
could have serious consequences. 


Training 

There is little point in changing. stationery, systems, 
registers and programs and assuming that as a result 
administrative personnel will easily cope with VAT when 
the time comes. Unless staff are properly trained in VAT, 
a company stands to lose a lot of money. 

It should, therefore, be determined at an early date who 
will require training. This will certainly include all those 
personnel who deal with costs, prices and recording; viz., 
managers and commercial staff (including marketing and 
selling), accounts clerks, and so on. Having determined who 
is to be trained the steps should then be: x 

(i) Appoint and train instructors (in VAT and instruction 
techniques). 


(ii) Prepare training programmes and training aids. 


(iii) Train staff well in advance of the introduction of VAT, 
starting in the autumn. 


It is suggested that the training programme should be in 
three parts: the first part dealing with VAT in general 
(what VAT is and how it works), the second part dealing ` 
with the impact on the company (marketing, purchasing, 
cash ‘flow), and the third part dealing essentially with ` 
accounting for VAT. It is possible that some personnel 
should be trained in all these parts (e.g. managers) while 
others in selected parts only. 

Where necessary, advice should be sought from your 
industrial training board. | 

Having compiled a time-schedule, it is essential that 


` progress is monitored to ensure that it is in accordance with 


the plan. Where such is not the case, steps must be taken 
to rectify the situation as swiftly as possible. The onus is 
on the individual business to prepare for VAT-day; 
complacency can only lead to confusion and panic when 
that day arrives. No doubt there will be problems peculiar 
to your company or industry; solve them now while there is 
still time. It is simply a matter of planning — or chaos. 
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Permanent Health Insurance 


Its Advantages and Exceptions 


by JOHN C. VANN, F.C.. 


EVEN though we all know that we are vulnerable to 
, bxsickness or an accident, the attitude of ‘it won't happen 
to me’ tends to remain at the back of our minds. We prefer 
not to contemplate what might happen to us financially, if 
one day a sudden illness or nasty accident put us out of 
action for a lengthy period. 

Yet a little pondering would probably bring us round to 
asking what insurance cover is available. First thoughts 
could well centre on personal accident cover. An accident 
might happen anywhere, at any time — in the office, on 
the road or even at home, causing perhaps a broken leg or 
arm. An appropriate weekly benefit under an insurance 
policy would help in mitigating any financial loss in income 
entailed by enforced absence from the office or home study. 

What about sickness? Well, insurers are normally willing 
, to cover sickness, but not on its own. Sickness insurance is 
only available as an addition. to personal accident cover. 
But one particular snag looms large with sickness insurance. 
If you put in a claim following a particular disease and there 
is any possibility of a recurrence, it is more than likely that 
at the next renewal date of the policy your insurers will 
politely inform you that the disease in question has been 
excluded. If this does happen, it is most unlikely that any 
other insurers will wish to include the disease and thus you 
might well find yourself not insurable for a certain field of 
illness, which is just what you require. 


Annual and permanent contracts 


The very fact that the policy terms can be amended at any 
renewal date is thus a serious drawback. Another snag is 
that the benefits usually cease after two years. Of course, 
two years, is generally long enough to cover the vast 
majority of claims for either accident or sickness. But for an 
accountant, say, who is so seriously injured in an accident 
or contracts some such illness that it seems unlikely that he 
will be able to work again, two years’ cover would be 
completely inadequate. Thus the next logical question is 
whether there is some kind of insurance to provide a 
continuing income for the person who is off work for a very 
lengthy period — perhaps for life — due to accident or illness. 

It was in 1885 that the public was first offered permanent 
health insurance. It has been given several other names, 
such as ‘permanent sickness and accident’, ‘continuous 
disability’, “non-cancellable disability’ and ‘income’ in- 
surance. Some of these titles are misleading, some clumsy 
and some incomprehensible. Perhaps permanent health 


insurance is the most appropriate name and I propose to 


refer to it that way. 
It is a contract which provides an income during dis- 


ability caused by sickness or accident. Its principal ad- 
vantage is that, no matter how many claims are made or 
for how long they last, the policy cannot be cancelled or 
modified by the insurance company, assuming the policy 
terms are complied with. As long as the insured person 
continues to pay the premium, the policy remains in force 
unchanged. In that sense, the contract is a permanent one, 
although in another sense it is not permanent since a 
terminating date has to be fixed. Benefits continue to be 
payable, where. necessary, until the insured reaches age 
55, 60 or 65, depending which age is chosen as termina- 
tion at the outset. 

As is to be expected, the premium for permanent health 
cover is more costly than that for the orthodox ‘annual’ 
personal accident and/or sickness insurance, but ways and 
means exist for the premium to be reduced. The com- 
mencement of benefit may be deferred to fit in with the 
proposer’s wishes. Common deferred periods are 4, 13, 26 
and 52 weeks, appropriate discounts being given for the 
period selected. The idea behind this is that some people 
may be able to manage for a month or three months or even 
longer, particularly if their salaries are still paid for a 
goodly period while they are off sick. 


Inflation risk 


If an illness is long-lasting, benefits may be paid for several 
years. In this event the problem of inflation raises its ugly 
head. To combat the eroding effect of inflation, several 
insurers have introduced an escalating benefit on terms 
guaranteed at the beginning, irrespective of the state of 
health. For instance, at least two offices, for an additional 
premium, increase the benefit payable at the rate of 3 per 
cent per annum compound - the first increase being given 
after the claim had been paid for one calendar year and 
subsequent increases at yearly intervals thereafter, so long 
as the claim lasted. At the end of a claim the benefit 
reverts to the basic amount payable at the start of the claim. 

In a permanent health contract the definition of dis- 
ablement is important, as after a period a person may not 
be fit enough to return to his own occupation. In fact, he 
may never be able to take it up again, but he may be fit and 
able to take on other work, probably at less remuneration. 

The current and common definition of ‘disablement’ 
is that the insured must be totally unable to follow his own 
occupation and must not be following any other. However, 
most insurance companies include a clause to the effect 
that if the insured person, whilst totally disabled from 
following his basic occupation engages in another oc- 
cupation involving a loss in income, then he will receive 
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Intensive 
Revision 
Classes 


for the September 
Intermediate ` 
examination of the 
Institute of | ' 
Chartered Accountants 
in England and Wales 


Students preparing for the forthcoming 

Intermediate examination should apply without 
- delay for places on the Foulks Lynch full 

time revision classes. i 

The main course, covering all subjects, 

commences August 14th, 1972, and lasts for 

four weeks. Preceding the main course there 

is an oftional additional week, commencing 

August 7th, devoted entirely to basic ` 

book-keeping and. accounts. 

The classes are-ideal both for students sitting 
. the examination for the first time and for 

those who were unsuccessful at the 

first attempt. They are open to all students, 

regardless of whether they are taking a. ' 

Foulks Lynch correspondence course. 

For further details please apply to the 

Enrolment Officer (Telephone 01—606 0255). 


Foulks Lynch (Classes) Ltd 


4 CHISWELL STREET, LONDON-EC1Y 4UR 





Foulks Lynch 


the accountancy tutors 
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FREE FOR A MONTHS! 


The. card that. 
‘gets. you 10% 
‘off your bill 


“At last money. is talking sense- 
‘with the incredible new: 

| Countdown: Card. No, not 
another credit card scheme. 

A ¿ash card which rewards > 

`. you with big price reductions 

every time you pay cash, or 

_ cheque. on the nail. l 





- Countrywide, in more than 70 towns, there are over 1,700 shops, stores, ` 


restaurants and services operating the Countdown ‘Reward for Cash’ 
scheme. All listed in our 190-page Handbook — and easily recognised by 
the distinctive red and blue sticker in their windows. 


Ut 


So you can buy a sult, have it cleaned, stay at an hotel, have your hair done, 
go to the theatre — or what you will — AND SAVE AT THE SAME TIME. 

You'll have the exclusive right to buy fridges, cookers and other electrical 
goods direct from the Countdown Home Care Centre too — all at massive ` 


. price reductions. 


And the membership fee? Just £3 a year. Money you could very easily 
save during our introductory offer. You can’t lose — and have everything 


to gain. First though — complete the coupon to get your Countdown Card. 


and Handbook free for three months. Without obligation. 


Then, if you don’t like saving while spending, send it. back — you won't 
have a penny to pay. Happy spending — and saving. 
Promoted in the USA and Canada by BOAC. 


Harry Fenton Menswear Watches of Switzerland 
Godfrey Davis Rent-a-Car Escalade 

Moyses Stevens Florists Ronnie Scott’s Club `, 
Mates by Irvine Sellars Angus Steak Houses 
Williams Furniture National Fur Company 
Soho Records | Raymond Teazy Weazy 
Louvre Centres Collins Dry Cleaners 




















| i would like to take advantage of your COMPLETELY FREE Trial Membership 
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Offer for 3 months. | undarstand that to discontinue membership | simply have to 
return my card and handbook and cancel my Banker's Order before September 
29th, 1972. 


PLEASE PRINT NAME: 
MR MASIMISS isa : 
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Please pay to the order of Countdown a/c 74337300 National Westminster Bank 
Limited, High Street, Ashford, Kent (60-01-21) the sum of £3 on September 
29th, 1972; and thereafter on the same date each year being my subscription 
to Countdown. ‘ACCT 2 


If you prefer — pay by Giro — our a/c No. panpana 
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| | | .| COMPANY PRINTERS 
a | COMPANY AGENTS 


' Draft Memorandum and Articles 
supplied by return of post 


Company Seals and Books 
Notepaper, Bills, etc., printed 


all your 
b ook P eg uir emen ts Rubber Stamps ` 
| All office requisites 


| can be supplied by Zo READY-MADE COMPANIES 
GEE & CO (PUBLISHERS) LIMITED TI" 


| The Gity Library | 
151 STRAND, LONDON WC2R 1JJ 


inclusive 
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FREEHOLD £ LONG LEASEHOLD: Leen 
SHOP PROPERTIES = ) © SHOP INVESTMENTS. 
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By order of UNIGATE LTD. | CHELTENHAM ‘90 High Street 
BANSTEAD I31 High Street | Freehold. Producing £800 p.a. EXCEPTIONAL REVERSION 1980 


Frontage 22 ft `. ` = an Depth 64 ft6 ins, | `` > 
ké e Ge So x fi e |. CRICKLEWOOD `> = | 128 The Broadway 
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benefits bearing the same proportion to the total benefit as 
his loss of income bears to his previous income. ` 

Insurers have to exercise care when an insured person 
decides to reside abroad. Several aspects require con- 
sideration. One important factor is the possibility of 
contracting endemic disease and another is the lack of 
. adequate medical facilities in certain areas. There is, too, 
the difficulty of administering claims when the insured is 
abroad. 


Residence abroad 


Insurance companies differ in their attitudes as to what 
terms should be imposed, as residence abroad can alter the 
structure ‘of the contract. The commonest clause in use 
amongst offices is that temporary residence of one year is 
allowed, but that benefits will not be paid abroad for longer 
than three months for each period of disability. However, 
to quote the practice of one specific office, if an insured 
person becomes domiciled in Western Europe, North 
America or Australia he can apply to have his policy 
extended to include the country in which he has become 
domiciled. The proposal form for this particular office 
states that a limited period of cover only will be given to 
insured persons who become domiciled outside these 
quoted areas. 

Many policyholders think that, when a claim occurs, 
they are exempt from paying the premium if they should be 
receiving benefits at the time the premium is due. This is 
not so unless the policy concerned contains a waiver of 
premium benefit. Most insurers are prepared to offer this 
cover extension on payment of a slightly higher premium — 
usually a 5 per cent loading. ` 

Although this is the age of female equality, it does not 
work out that way in permanent health insurance, as 
women who participate are usually charged so per cent 
extra premium and are not even eligible unless in a full- 
time occupation. The underwriting reason is not that the 
proposal-vetters have anything against the ladies, but that 
their morbidity rate is much heavier than male morbidity. 
Further, according to National Health statistics, married 
women claim much more heavily -than single -women. 
(For. the record; there is no payment for being off work due 
to pregnancy or childbirth if a policy should be taken out.) 

“Will a medical examination be necessary?’ an accountant 
asked recently. A medical is the rule rather than the ex- 
ception with many. insurers, but it is at their expense if 
called for. However, a-medical examination is not always 
required if the benefit is reasonably small: and the proposer 
is under 40 years of age. 

Premiums on permanent health insurance policies 
unfortunately do not qualify for tax relief. When benefits 
are paid, these are subject to tax as unearned income; but 
according to present practice the Inland Revenue does not 
assess benefit -for tax until after the claimant has been in 
receipt of the benefit for a complete fiscal year. Many 
policyholders are thus unlikely to have to pay tax on the 
benefits they receive, as periods of disablement are fre- 
quently for less than a year. 

As under all insurance contracts, it is wise to check on the 
exclusions and exceptions. With permanent health in- 
surance there is a real hotch-potch of ‘claims not admitted’. 
An examination of the conditions under various different 
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policies discloses that two exclusions are common to nearly 
all companies. One is disability arising from war, invasion, 
act of foreign enemy, civil commotion, riot, or military or 
usurped power; the other is disability due to intentional 
self-injury, or from taking alcohol or drugs otherwise than 
under the direction of a registered medical practitioner. 

Other exclusions vary between different companies. 
These may include attempted suicide, participation in a 
criminal act, venereal disease, wilful exposure to unnecessary 
danger except for attempts to save human life, mountaineer- 
ing, hunting, speed trials, show jumping and E 
chasing. 

There are, of course, innumerable permutations. with 
regard to cost, depending on such factors as age, period of 
deferment (if any) and the amount of benefit payable. 
When selecting the benefit and deferred period required, 
it should be borne in mind that the National Insurance 
benefit is payable throughout disablement and that for 
employed persons, earnings related benefit is also payable 
for a maximum of 26 weeks after the first two weeks of 
disablement. 

An accountant, aged 30 next birthday, could arrange an 
income of {20 a week to age 65 for an annual outlay of 
around £28, assuming a four weeks’ deferment, with a. 
leading insurance company. A deferment of 13 weeks . 
would reduce the premium to about {19. For an account- 
ant, aged 4o next, the respective premiums would work out 
at around {39 and £27 annually. 

One office has introduced a permanent health policy 
under the name ‘payments protection plan’, designed to 
cover all the insured’s monthly bills during disablement. 
Automatically included is a 2 per cent compound per 
annum ‘escalator’ arrangement which comes into force 
after benefit has been paid for twelve consecutive months. 
Premiums are waived during periods when cam money 
are being paid under the policy. 


Group cover 


During the past few years, more and more permanent 
health business has, been transacted on a group basis. The 
normal arrangement is fer a master ‘policy to be issued to 
an employer to cover, disability among his employees. “The 
employer may pay for the whole benefit himself, or he 
may collect contributions from his employees. He -may 
even arrange for his employees to pay for the whole of the 
benefit themselves, but may -agree to E the 
scheme on their behalf. 

With a group scheme there is, of course, a EE 
saving on normal administration costs, and premiums 
charged may be between ro and 15 per cent less than for 
normal individual contracts. If a large number of employees 
is involved, a form of simplified rating and administration is: 
usually available. 

One arrangement is for a uniform premium per {1 a 
week benefit to be calculated from the average age of.the 
employees concerned. This uniform premium is applied to 
the total sums insured for each of the first five years. At the 
end of five years the premium may be. adjusted to the new 
age structure and the revised rate applied to the following 
quinquennium. Such a scheme reduces considerably the 
administration of the insurers, brokers (if any), and the 
insured firm. It is customary ‘to allow an employee leaving’ 
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the service to continue his insurance, if EES without 
evidence of health. , 


Tax treatment 


The taxation position of group permanent health schemes is 
different from that applied to individual policies. In the 
first place, if the scheme is approved by the Inland Revenue 
authorities, premiums paid by the employer for employees 
_ and non-controlling directors are allowable as an expense 
in computing the employer’s tax liability. Furthermore, 
the premiums so paid are not ‘added back’. 

If the benefits arising from a claim are payable, under the 
terms of the policy, to the employer, such amount is taxable 
as income in his hands. This is not important as the em- 
ployer then pays a similar sum to the disabled employee 
and the payments so made are taxable under PAYE when 

‘made to the employee and allowable to the employer as a 
business expense. 

If benefits are paid, under the policy terms, either (a) 
to the employee direct, or (b) to the employer to be held in 
trust for the employee, then they are treated as unearned 


ACCOUNTANT 


June 29th, 1972 


income and dealt with in the same manner as sums due 
under an individual policy. If the scheme is contributory, 
then it is understood the employee may offset his contribu- 
tion against benefits receivable. Similarly, if benefits are 
paid to employees direct then, in the case of directors, and 
employees whose emoluments are over {2,000 per annum, 
a liability arises under Part VIII, Chapter II of the Income. 
and Corporation Taxes Act 1970 to tax on premiums paid 
by the employer. 

If a scheme is contributory, no relief of tax is allowed to 
the employee, of course, and it must not be overlooked that 
a scheme which includes controlling directors, controlling 
shareholders and their relatives, would have to be submitted 
to the Inland Revenue. 

With its growing popularity in both the individual and 
group fields, permanent health insurance can now truthfully 
be said to bea fully-grown form of essential insurance cover. 
Competition for this type of business is becoming more 
intense, and accountants would thus be wise to look around 
the market when contemplating taking out permanent 
health cover. 


What the Smaller Firm Needs 


Implementation of the Bolton Report 


by L. H. TRIMBY, F.C.A. 


With the appointment of a Minister for Industrial Development within the Department of 
Trade and Industry, part of whose responsibilities will include the newly formed Small 
Firms Division as recommended by the Bolton Committee, the implementation of the 


Committee’s proposals has begun to take shape. 


HE Bolton. Committee found that their complaint 

against government was: simply that the interests of 
small firms’ are neglected because it is nobody’s job to 
consider them. Accordingly, they made the following 
recommendations :` 


(1) A ‘Small Firms Division’ should be aa within the 
Department of Trade and Industry, responsible for the 
development, inter-departmental co-ordination and im- 
plementation of policy towards small firms and for the 
administration of such official services as are provided for 
them (Report, paragraph 9.27). 

: (2) A Minister of the Department of Trade and Industry 

"should be expressly designated as the Minister responsible 

for small firms and to oversee the work of the Division 
(paragraph 9.27). 

(3) So far as possible, the separate identity of the Small Firms 
Division should be stressed and publicized (paragraph 
9.27). 

(4) All other departments with trade or industry sponsorship 
functions should designate an official with specific 
responsibility for liaison with the Small Firms Division 
of the Department of Trade and Industry, and for his 
department’ s policy towards small firms (paragraph 9.27). 


(s) The Small Firms Division should endeavour, mm" co- 
operation: with sponsoring departments, to form a view 
of the present and future role of small firms in all indus- 
tries in which they are important, and should collect the 
necessary statistical and other information needed to 
enable it to do so (paragraph 9.28). 


Probably one of the most.important matters to be 
determined is the extent to which the Division is prepared 
to organize sérvices for the small business. It is so often the 
day-to-day accounting and administration which becomes 
a problem, much of which devolves on an externally 
employed accountant, who simultaneously occupies the 
role of auditor. It is suggested that under these. conditions 
the client too frequently gets the worst of both worlds. 

The .small business cannot afford the high quality 


administrative management it should have, ‘and pays 


instead for a service, probably produced by a small over- 
worked firm of accountants, mainly consisting of historical 
information primarily for taxation purposes. 

The proprietor gets delayed with queries because his 
records are incomplete: his limited staff have a continual | 
stream of official (PAYE returns certainly must be made) ` 
and business paperwork with which to cope, while the 
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essential mar.agement information which he should be 
receiving cannot be produced. 

There is a large area to be examined here, and it is 
suggested that this administrative and accounting function 
should be an offered service, rather on the lines that 
computer bureau facilities can be hired. In addition, a 
‘person of wide management experience (there could be 
a corps of suca as the scheme develops) should be respon- 
sible both to the Division and to the proprietor for financial 
and business reporting. Such a person (available today in 
large numbers among both unemployed and retired senior 
executives), could look after the interests of a block of 
small firms. This would produce three desirable results: it 
would relieve the proprietor of his largest single problem, 
that of being frustrated by paperwork, at the same time 
giving him management information, which he has prob- 
ably never had before; it would provide the Division with 
all the statistics it required without worrying the pro- 
prietor; and it would re-employ at the working pace he 
chose the most experienced and, often, the most brilliant 
minds in the country, at present languishing in unwanted 
retirement. 


Management advisory. services 


In considering the adequacy of management advisory 
services, both private and government-sponsored, for small 
firms, the Committee set its face not only against direct 
subsidy by government, but also against indirect subsidy 
in the shape of provision of government services at less 
than their economic cost. 

The Committee were of the opinion that four criteria 
must be satisfied if a service was to be provided or sub- 
sidized by government namely: 


(1) that the service is needed; 

(2) that private enterprise cannot or will not provide it; 

(3) that the economic benefit to the nation deriving from the 
service is greater than its cost; and 

(4) that users of the service cannot or should not be expected 
to pay its full cost. 


Of the services the Committee tidied, only export 
services clearly met all four criteria; these of course were 
not restricted to small firms, and were not management 
services in the normal sense. However, they saw a need for a 
new localized information service aimed specifically at the 
small firm which should be provided by government and 
could not be put on a commercial basis. Accordingly, the 
Committee made the following recommendations: 


(1) The provision of free or subsidized services is only 
justifiable if the four criteria, identified above, are met, 
and wherever possible those services which continue to be 

: provided should be put on a competitive fee-charging 
basis (Report, paragraphs 10.40 and 10.44). 

(2) Among the management advisory services they considered, 
they recognize none which meets their criteria for con- 
tinuing subsidy. There is, however, a need for a pure 
‘signposting’ or referral service which could not, the 
Committee believed, be made to pay for itself, and this the 
government should provide. This could best be done by 
setting up a network of small firms advisory bureaux in 
important industrial centres (paragraph 10.47). 

(3) The functions of the small firms advisory bureaux should 
be to provide information in response to queries, and 
assistance on technical, financial and management prob- 
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lems by providing introductions to the appropriate sources 
of professional, commercial or official advice. ‘These 
services should be available to firms in all industries 
(paragraph 10.48). 

(4) The advisory bureaux should report directly to the Small 
Firms Division of the DTI and provide a source of 
first-hand information about the progress and problems 
of the small firms sector (paragraph 10.51). 

(5) Since small firms are most in need of a service of this kind, 
and since most of the approaches to the advisory bureaux 
will be made by them, it is desirable that the bureaux 
should be widely publicized as small firms advisory 
bureaux. However, it is not necessary that their activities 
should be strictly confined to small firms as defined in 
the Report (paragraphs 10.51 and 10.53). 

(6) Consideration should be given by the Small Firms 
Division, in consultation with other interested organiza- 
tions, to methods by which the knowledge and experience 
of retired executives could be used to promote the 
efficiency and productivity of small businesses. (parigraph. 


10.55). o 


Certainly there is no case either for making grants or for 
providing ‘cut-rate’ facilities; nor, as shown in evidence, 
for subsidizing. But, it is suggested, there jis need to 


provide these services on a cash loan basis to firms which - 


could not otherwise afford them. Many are put off, as they 
regard consultants as expensive luxuries, rather in thé same 
bracket as computers. -If they could be supplied with such 
services on a short-term loan basis, there might be more 
interest shown, but a systems survey costing £1,000 might 
well be out of reach if it had to be found from one year’s 
trading. 

The role of the small firms En bureaux could be 
useful indeed; it could be extended with great effect into 
active administrative assistance in many cases and, as the 
Report states, its scope could well extend beyond the small 
business as such. But it is, of course, essential that-those in 
charge are imaginative, up to date and, above all, experi- 
enced. This calibre of staff could only be recruited from 
the ranks of top management, hence the desirability of 
looking at the pool of unemploved and retired executives. 
The manning of these bureaux will be crucial to the 
scheme’s success. 


Finance 


The Committee found that there was no institutional 
deficiency in the finance market, that while there are some 
differences in the bases on which small firms and large 
can raise money, these are mostly functions of inherent 
cost and scale differences, and that many recent problems 
derived from rigidities in the system caused by controls and ` 
ceilings imposed on financial institutions by the central 
authorities. It was also important to remember that the role 
of the institutions, however adaptable and sensitive to 
market needs they are, is necessarily limited; if the small 
firm sector is to be preserved, institutional finance can never 
take the place of personal wealth and ploughed-back | 
profits. The role of the institutions.was important, however, 
and it is unfortunate that small businessmen, and to some 
extent their professional advisers, have so lamentable an 
ignorance of the sources available to meet specific financial 
needs. The Committee endeavoured to cover this informa- 
tion gap by the ‘signposting’ servict referred to above. 
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: It is suggested that the Committee assumes a degree of 
personal wealth. in the small businessman which is fre- 
quently. not available,- and of. accounting resources to 
control and provide information on new funds which 
cannot be supplied internally. It is the “‘pump-priming’ 
finance which is so nécessary and which would enable the 


small firm to get under way without necessarily involving 


the sacrifice of equity 
. There are three elements to these requirements: 


(1) the ability of the Small Firms Division to guarantee bank 
loans, rather than supply finance as such; 

(2) the ability of the Division, if required, to supply adminis- 
trative and accounting services able to supply bankers 
with cash flow projections and budgetary control reports; 
and ` 

(3) the ability of clearing bankers to give the required facilities 
unimpeded by the Bank of England and central govern- 
ment ordinances. 


Form-filling 

The Committee found that the burden of form-filling is 
particularly onerous for the small firm. They suggest that 
the load of government statistical requirements is very 
much heavier for small firms than for large, bearing in 
mind their respective resources. Their recommendations 
are intended to ensure that, for the short term, considera- 
tion is given to the full cost, and particularly the cost to 
industry, of every statistical or administrative requirement, 
and for the long term that work should begin immediately 
on the planning of an integrated system of official records 
about businesses. They are as follows: 


(1) The effect on small firms of all statistical surveys should 
= be carefully considered and every effort made to extend 
. the present practices of sampling and of exemption of 

smaller firms wherever possible (Report, paragraph 15.9). 

(2) The Survey Control Unit of the Central Statistical 

Office should be given power to amend or veto all 

- statistical surveys not meeting with its approval on 
grounds of expense, necessity, coverage or design 
‘(paragraph 15.11). 

(3) This power should be extended to all departments of 
government and to those quasi-government bodies which 
commonly issue statistical inquiries (paragraph 15.12). 

(4) The use of statutory powers for the collection of statistics 
should be strictly controlled and in all cases explicitly 
justified (paragraph 15.12). 

(5) It should be clearly stated on every statistical inquiry 
whether. or not its completion is obligatory (paragraph 


15.13). 

(6) The teste of a central register of businesses is 

strongly commended, and it is hoped that resources 
` adequate to ensure rapid progress will be devoted to it 
(paragraph 15.15). 

(7) In this context the Central Statistical Office should 
reconsider the question of the preparation of an enter- 
prise census, which would provide comprehensive 
coverage of all firms as soon as possible as part of its 
plans for the development of business statistics (para- 
graph 15.16). 

(8) The true cost of any statistical exercise, and not merely 
the often comparatively small cost falling on government 
estimates, should be fully taken into account before 

starting an inquiry, and methods chosen which involve 
` the least total cost rather than the least government 
- expenditure (paragraph 15.18). 


ACCOUNTANT 


June 29th, 1972 


(9) Any proposal for a new or revised statistical exercise 
should include an estimate in man-hours of the time 
required by respondents to complete the form (paragraph 
12.18). 

(ro) A I departments should review all existing and proposed 
forms with an eye to their cost to industry ~ this review 
ta. extend to a reconsideration of the policies and ad- 
nunistrative procedures giving rise to the need for these 
forms. Departments should also accumulate the total 
ccsts to industry of the forms for which they are respon- 
sidle and review them annually (paragraph 15.20). 

(11) Tne director of statistics of every department or agency 

sould be charged with more specific responsibility for 
aL administrative forms issued by his department, and 
sLould be represented in all departmental deliberations 
atout any policy or procedure with form-filling implica- 
tions (paragraph 15.29). 

(12) Administrative forms should -be designed. wherever 
p»ssible to serve statistical purposes, especially where this 
will permit the suppression or simplification of a statis- 
tical form (paragraph 15.31). 

(13) Al statutory barriers to the passage of statistics between 
d-fferent departments should be stringently examined and 
demolished wherever possible. The Committee regarded 
this as of particular importance in the case of statistics 
collected by the Inland Revenue (paragraph 15.31). 

(14) The Government should quickly establish within a 
central department a powerful and expert secretariat 
whose function would be to plan in collaboration with the 
Central Statistical Office, an integrated system of 
administrative and statistical returns based on a data 
bink to form the basis for a single and comprehensive 
s=stem of business records (paragraph 15.32). 

(15) Szatisticians should be more closely associated with 
policy makers, so that existing administrative processes 
c:n be improved, and in order that new policies can be 
based more firmly on a quantitative assessment of the 
issues involved (paragraph 15.33). 


Other government forms 


It is suggested that it is the non-statistical burden which is 
too often the worst feature; for instance, the annual and 
necessary PAYE exercises, and the regular and proper 
returns which must be made to government departments 
who control financial contributions, e.g., NHI returns. Nor 
should the value of small-firm statistical information be 
under-estimated. If anything, too little is known about 
their performance as the Report well says. 

Agair, the service which could make a considérable 
contribution would be one which the Division could offer 
to take care of the paperwork for the small business:right 
the war through. At. present, as earlier stated, so many 
rely or the services of overburdened professional ac- 
countarts, who have to sort out a mass of incomplete 
records before proper returns can be made to the Inland 
Revenue. Those same records could be organized from 
prime entry material to give a wealth of information to 
propriecor and government alike. 

The provision of such a service would entail greatly 
extending the function of the small firms advisory bureaux, 
but could grow into the most valuable service of all. It is 
the administrative overhead which so frequently defeats 
the small firm: this could be taken away under carefully 
control ed and financially planned conditions. 
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Current Law 


Redundancy Payment: Unreasonable Refusal 


N employee who unreasonably refuses an offer of alternative 
employment may be disentitled from receiving a redund- 


ancy payment. 


Š was employed predominantly as an audio typist, although - 


some 10 per cent of her normal duties consisted of clerical work. 
In August 1971 her employers, due to an impending re- 
organization and the transfer of part of their business elsewhere, 
gave her notice of dismissal as from September 3oth; in the 
same letter they undertook to make every effort to find her 
alternative employment within the group. An offer of alter- 
native employment with an associated company was, in fact, 


made; but S declined it on the grounds that it had a higher 


clerical content than had her previous occupation, and also 
that she felt it might not continue for longer than 12 to 18 
months. Having regard to the general employment situation, 
she preferred to look for a job with longer prospects of security. 

An industrial tribunal held that S’s refusal of alternative 
employment was unreasonable in regard to the nature of the 
work, but reasonable in regard to her anxiety:as to the length 
of time which it might endure. The employers appealed to the 
National Industrial Relations Court. f 

Sir John Donaldson, President of the Court, said that there 
were no reported decisions to guide the Court on the question 
of whether a job which might have lasted for 12 to 18 months 
was not sufficiently permanent for it to be unreasonable for an 
employee to accept it. No employment, in practical terms, could 


be said to be ‘almost permanent’; the question was one of degree. | 


The distinction between temporary and regular employment 
was, however, a well-known one, and the offer in the present 
case was of regular re-employment. In the Court’s judgment, 
save in exceptional cases, if an offer is of regular employment, 
the time which it may be anticipated that it will last is irrelevant 
under the heading either of suitability or of reasonableness. The 
industrial tribunal had erred in principle, and S was not entitled 
to a redundancy payment. 


Morganite Crucible Co Ltd v. Street ([1972] 2 All ER 411). 


Redundancy Payment: Prolonged Sickness 


ROLONGED absence from work due to sickness, even 
though no wages may be payable, does not necessarily 
terminate a contract of employment. 

M had been employed by H Ltd since 1946. By the terms of 
his employment, he was not entitled to wages during absence 
from work due to sickness or injury. In October 19609, he fell ill, 
and did not thereafter return to work before April 1971. 

In April 1971, H closed the premises at which M had been 
employed. They informed him by letter of this decision, en- 
closing four weeks’ pay in lieu of notice to terminate his employ- 
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ment and a further ex gratia payment of £50. The company 
contended, however, that by reason of his long absence he was 
not entitled to a redundancy payment. 

An industrial tribunal upheld H’s decision, holding that his 
contract of employment had been frustrated by prolonged 
sickness; or alternatively that the relationship of employer and 
employee had been varied by tacit consent of both parties, or 
that his dismissal was due not to redundancy but to sickness. M 
appealed to the National Industrial Relations Court. It was 
shown that the previous practice of H was not to dismiss 
employees for sickness or injury and that, but for the decision 
to close the premises at which M was employed, they would 
probably have been glad for him to resume work when he was 
fit to do so. 

There was, as the NIRC found, no medical evidence that M 
was permanently incapacitated, nor any grounds for holding 
that further performance of his obligations as an employee in 
the future would be impossible or radically different. Once a 
contract of employment has been established, it is for the party 
alleging that it has been determined to prove it. The main 
reason for M’s discharge was undoubtedly the impending 
closure of the premises, and the direct result of this was that he 
would be discharged whether sick or not. M was accordingly 
entitled to a redundancy payment. | 


Marshall v. Harland & Wolff Ltd ([1972] 2 All ER 715). 


Winding-up Order: Provision for Costs 


ECURITY for the costs of an appeal by a solvent company: 

against an order to wind up the company, it was decided 
in the Court of Appeal recently, should be ES other than 
out of the company’s assets. 

An order to wind up the company had been made on a 
contributory’s petition, opposed by the company and by 
another contributory. On the company’s appeal against the 
order, the petitioner asked that security for the costs should be 
provided other than out of its assets. 

The Court of Appeal held that, because the company was 
solvent, if it lost the appeal and were ordered to pay the 
petitioner’s costs, payment out of the company’s assets would 
reduce the amount distributable amongst contributories, 
including the petitioner, who would thus himself bear part of 
the costs. Nothing could be more absurd. Costs which ought to 
be paid to the petitioner in the event of the appeal being dis- 
missed should be borne by those promoting the appeal. 


In re E. K. Wilson & Sons Ltd (116 Sol. J 466). 


Wills: Execution 


ECTION o of the Wills Act 1837 requires that ‘a will shall 

be in writing and signed or acknowledged by the testator 
in the presence of two witnesses at one time who shall attest 
the will’. These requirements have recently been given a strict 
construction in the Chancery Division. . 

The testator made one will in 1969. In 1971, he made another 
whilst he was a patient in hospital. He started to sign his name 
in the presence of a nurse and another patient, but before he had 
finished doing so the nurse was called away. He completed his 
signature in her absence and, when she returned, he and the 
other patient - who had signed as a witness — acknowledged 
their signatures. The nurse then signed. 

The Court held that the 1971 will did not comply with the 
provisions of section g and was invalid. ‘That part of the testator’s 
name which had been written before the nurse left, it was 
clearly established, was neither hjs name nor some mark 
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intended to represent the name. Only part of the name, which 
did not constitute the testator’s signature, had been signed 
before the witnesses. The 1969 will would therefore be admitted 
to probate. 


In re Colling, deceased (122 NLJ 537: The Times, June gth). 


Limitation Period: Expiry 
O extension of time is available when the last day of a 
prescribed. period of limitation falls on a dzes non — that is, 
a day on which the Court offices are not open for business. 

K was found dead at his place of work on September 5th, 
1967. By section 2 (2) of the Limitation Act 1939 (as amended 
by the Law Reform (Limitation of Actions) Act 1954, an action 
for negligence or breach of statutory duty ‘shall not be brought 
after the expiration of three years from the date on which the 
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cause of action accrued’. The same period of three years was 
provided by the Fatal Accidents Act 1959. 

September 5th, 1970, fell on a Saturday, and a writ was issued 
on behalf of K’s widow on Monday, September 7th, 1970, 
claiming damages under the Fatal Accidents Acts and for 
negligence and breach of statutory duty. The defendants con- 
tended that the action was statute-barred. 

In the Queen’s Bench Division, Willis, J, held that the 
defence succeeded. . Excluding — correctly —- the day of the 
accident from the computation, the last day for issue of 
the writ would have been Saturday, September 5th, 1970; but 
the Court offices were closed on Saturdays and Sundays, so that 
this date was a dies non. The writ in the present action should 
have been issued earlier. 


Kaur o S. Russell & Sons Lid (122 NLJ 538: The Times, 
June 3rd). 





Taxation 


Case 





Banning v. Wright 

In the House of Lords 

June 14th, 1972 

(Before the Lorp CHANCELLOR (LORD HAILSHAM op ST 


MARYLEBONE), Lord Rem, Lord Morris op BORTH-Y-GEST, 
Lord SIMON OF GLAISDALE and Lord SALMON) 


Income tax — Lease of shops — Subletting in breach of covenant - 
Sum paid in settlement — Excess rent computation — Whether 
£1,250 deductible — Whether agreement with Inspector — Law of 
Property Act 1925, section 146 — Income Tax Act 1952, sections 
50, 175 and 510 — Finance Act 1G63, section 22 (4). Schedule 4, 
paragraphs 8, 9 — income Tax Management Act 1664, section 5 (3). 


In 1959 the taxpayer took a lease of premises including two 
shops for seven years at £330 a year. The lease contained an 
option for the taxpayer to renew. The taxpayer sublet the shops 
in breach of a covenant to use the premises only for certain 
stated purposes except with the landlord’s consent, and of a 
covenant not to sublet without that consent. The landlord 
commenced proceedings for breach of covenant, and claimed 
forfeiture of the lease. Negotiations took place, and there was a 
settlement whereby the taxpayer was to pay £3,000; was to 
pay outstanding rent; and was to comply with the repairing 
covenants in the ease. The £3,000 was paid, and the proceed- 
ings were. withdrawn. A letter from the landlord’s solicitor 
stated (in effect) that the £3,000 was based on the rent payable 
by the sub-lessees. 

An excess rent assessment for 1962-63 was made on the tax- 
payer for 1962—63 in the sum of £500, and notice of appeal was 
given. Subsequently the taxpayer’s accountants sent to the 
Inspector a computation showing, for the two shops, ‘less 
claimed by landlords £1,250’, and showing for the total premises 
an excess rent of £308 ss. This sum, increased by the Inspector 
to £310, was agreed in writing by the accountants. The land- 


lord’s solicitors stated that there was no objection to the £3,000 
being apportioned; but that the £1,750 would not be returned, 
should the taxpayer not take up his option to renew the lease. 
There was further correspondence between the accountants and 
the Inspector, in which the latter, having inquired as to the 
settlement with the landlord, said: ‘Since the excess rents are 
otherwise agreed at {310 for the year, it would seem that tax 
on this amount could be paid now, and I should like your 
observations on this.’ The accountants replied that they were 
writing to the taxpayer to inquire whether a settlement had been 
made, and saying: ‘We can agree, however, that excess rents of 
£310 for 1962-63 can be correctly assessed.’ The Inspector 
inquired again about the subletting, and by that time the £3,000 
had been paid by means of a cheque for £1,250 and another for 
£1,750, and the accountants informed the Inspector that they 
understood that the position had been finalized, ‘and the 
arrangements previously notified to you confirmed and payment 
made’, 

Subsequently the accountants claimed allowances in respect 
of the £1,750. This was considered by a new Inspector, who 
rejected this claim, and also made an additional assessment for 
1962-63 on the ground that the £1,250 was non-deductible. 

It was contended for the taxpayer that (a) the £1,250 had been 
properly allowed in the computation of the excess rent assess- 
ment for 1962-63; (b) the whole £3,000 (in appeal the balance of 
£1,750) should be allowed against assessments for 1963-64, 
because it had been paid for the variation of the terms of the 
lease, and allowances were competent under paragraphs 8 and 9 
of Schedule 4 to the Finance Act 1963; (c) the deduction of the 
£1,250 had been agreed upon with the Inspector pursuant to 
section 510 of the Income Tax Act 1952. It was contended for 
the Revenue that the £1,250 was not an allowable deduction in 
computing the excess rent assessment for 1963, nor were the 
allowances at (b) above competent, because the whole £3,000 
had been paid in consideration of the lessor not pursuing his 
claim to forfeit the lease; and that there had been no agreement 
within section 510 in relation to the £1,250. The Special 
Commissioners decided in favour of the Revenue in respect of 
the {1,750 and the £1,250. 

The Court of Appeal decided in TER of the taxpayer in 
respect of the £1,250, and the decision on this point was 
accepted by the Revenue, thus leaving only the £1,750 in 
dispute. | 

Held (reversing the decision of the Court of Appeal, Lord 
Morris of Borth-y-Gest dissenting): the £1,750 was a payment 
in consideration of the waiver of one of the terms of the lease, 
and was deductible by the taxpayer pursuant to section 22 (4) 
of the Finance Act 1963. 
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Coats Patons' Reorganization Pays Off 


OATS and Patons are proud names in the realm of cotton 

thread and woollen yarns, but Coats Patons Ltd goes much 
further than that — even though cotton and synthetic threads, 
and wool and synthetic yarns, still provide the majority of profit 
and turnover. Turnover and trading profit are analysed as follows 
in the 1971 report and accounts from which this week’s reprint 
comes in our major company series. 
Analysis of turnover and trading profit 

















1971 ` 4970 
Turnover Profit Turnover Profit 
Cotton and synthetic threads 126,308 19937 123, 16,027 
Wool and synthetic yarns 76,754 4,035 85,009 4,019 
Garments 58,081 3,638 51,008 3,109 
Zip fasteners, diecastings, mouldings, ete. 27,506 2,918 26,287 2,682 
Goods purchased for resale 14,684 935 13,169 876 
> Trading profit — 31,513 — 26,713 

Bank overdraft interest less sundry 

income (net) — (433) — (1,810) 
Turnover/Profit before tax and loan interest 303,333 31,080 298,695 24,903 














Coats Patons’ interests spread ‘from retail right back to 
the raw material’, as Mr Charles Bell, the chairman, puts it. 
The textile market is complex, and a major complexity of late 
has been the shattering of that fond illusion that man-made 
fibres provided a growing market free from that price instability 
that has always plagued natural fibres such as cotton and wool. 
Man-made fibre output has grown ahead of demand and at the 
same time in the UK market there have been, and still are, such 
substantial imports of textiles that they account for about one- 
half of UK consumption all told, while in individual categories 
the proportion is much higher. 

Coats Patons have had to attempt to arrange the group 
product mix so that it comes out at the top end of a depressed 
market, and at the same time carry out restructuring programmes 
calculated to produce ‘the optimum cost and return combination 
in the light not of present but of likely future commitments’. 
Mr Bell recently said that much of this work has now reached 
the stage of final evaluation and decision. 


Reorganization 


Early this year re-organization of Coats (UK)- the thread- 
making organization — was announced, involving the closure of 
six mills and various ancillary departments, together with 
redundancies of some 700, all of which will take place during the 
current year. Estimated cost reduction as a result of this con- 
centration is considerable and so is the release of fixed and 
working capital. Reorganization of the woollen operation in the 
West Riding Group has meant the closure of Kelsall & Kemp 
Mills at Rochdale, and other companies in the group have been 
closed or sold and properties disposed of. Extensive production 
rationalization has taken place in the Patons & Baldwins 
complex: texturing operations have been concentrated into two 
mills, instead of four; less profitable retail shops are being closed; 
` and the number of UK employees has been reduced by 5,000 all 
told. 

Capital expenditure is being reduced and interest charges, 
after having risen from £2,423,000 to £6,908,000 over four years, 
dropped to £6,159,000 last year and this trend should continue. 
Working capital requirements are also being significantly 
reduced. Mr Bell points out that world-wide cost inflation 
alone would have raised the value of inventories and debtors 
by some {9 million last year, whereas — excluding the effect of 


the exceptional exchange loss of £2,100,000 ~ these two items 
have fallen by £4 million and £1 million respectively, indicating 
a further effective tightening of operating controls. The net 
result has been a reduction of Zoo million in borrowings 
and an increase of {3:5 million in cash balances. 


illogical exception 


But the company’s economies seem likely to be frustrated to a 
degree. by reform of corporation tax. The effect of the intended 
change in so far as international companies are concerned will 
be to inhibit the growth of foreign investment. 

Mr Bell comments that ‘if the 1973 rate of corporation tax 1s 
So per cent, the total tax liability on the company and its 
shareholders, all other things being equal, will be less than it is 
on the present system’. The burden of the board’s objection 
rests on the tax position of companies such as Coats Patons, 
with profits largely earned abroad, relative to companies whose 
profits are wholly UK. earned. The 1972 Finance Bill will not 
create this relative tax prejudice for the first time. Ever since 
the 1965 Finance Act, prejudice has existed at levels varying 
according to the rate of corporation tax. 

“The prejudice imposed by the existing tax system, involving 
a 40 per cent corporation tax rate, based on the company’s 
1971 tax computation is 19°6 per cent’, Mr Bell comments, 
and ‘if we apply the 1973 corporation tax proposals to the 
same profits the prejudice rises to 27:6 per cent’. Mr Bell . 
assures shareholders that all legal methods will be taken to 
arrange the company’s affairs so that the effect of prejudice is 
minimized. But the view is firmly held that ‘such steps should 
not be necessary, since the reformed corporation tax — aimed to 
reverse the 1965 disassociation of shareholders and company — 
should not carry this illogical exception’. 

In the accounts it will be noted that {600,000 has been provided 
against the tax equalization requirement next year when the 
rate of corporation tax is increased, presumably to 50 per cent. 
It was felt prudent to make this provision. ‘Credits and debits 
in respect of tax equalization arising from marginal adjustments 
in corporation tax are normally dealt with within the accounts 
period when they arise’, Mr Bell admits, but ‘if we have to 
equalize next year in respect of an increase in the rate of cor- 
poration tax from 40 per cent to 50 per cent the amount involved 
is considerable. It appears to us on that account preferable to 


make a prior appropriation this year of {600,000 against next 


year’s liability under this head’. 


Foreign exchange losses 


Foreign exchange losses are a normal commercial hazard to ` 
an international company, but the exceptional exchange losses ` 
of £1,200,000 due to last December’s international currency 
realignment proved £470,000 more than had been anticipated 
at the time of the board’s interim report in November. The 
difference, Mr Bell suggests, might be taken to measure the 
degree by which sterling was eventually over-valued. 

Coats Patons’ list of subsidiaries includes — apart from 
25 UK companies — concerns in Austria, Belgium, Germany, 
Italy, Portugal, Spain, Turkey, Canada, United States, Argen- 
tine, Brazil, Chile, Colombia, India, Japan, Pakistan, Australia, 
and Africa, with associated companies in the UK, Holland, 
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Spain, Ecuador, Peru, India, New Zealand, and Africa. A 
formidable foreign exchange spread — and a formidable 
accounting spread as well. 


Keeping Harland & Wolff Going 


l F there is a question of a public company becoming a necessary 
i social service, the answer could well be Harland & Wolf. 
For all too obvious reasons, this famous Belfast shipbuilding 
company has to be kept alive and financially viable by massive 
injections of public money. Wiping the Harland & Wolff 
slate clean of present and potential losses has called for an 
additional provision of {14:16 million, virtually covered by a 
grant from the Northern Ireland Government, and this has 
been written into the 1971 accounts recently presented. 

The figure is arrived at after a complete reassessment of 
losses by the end of 1971, including additional costs expected to 
arise following what the company’s new management considers 
a more realistic approach to a number of cost elements. The 
additional provision, Lord Rochdale, the chairman, comments 
to shareholders, “emphasizes the fact that your company has 
some way to go before it is on a profit-making basis’. Some way 
to go, is a masterly understatement. 

The company has outstanding long-term loans of £8-69 
million from the Shipbuilding Industry Board, and £3'5 
million from the Government of Northern Ireland which last 
year subscribed at par for 4 million £r ordinary shares lifting 
the issued equity to just short of {8-4 million. Dividend arrears 
on the {2-6 million of preference capital amount to £643,000 
gross. The adverse balance on the profit and loss account is 
£,9°66 million. 

The view is that all relevant losses likely to be incurred during 
the years 1972—74 are now extinguished. During 1974-75 
‘potentially profitable shipbuilding contracts will be completed’, 
_ although the extent of profits cannot be predicted. 


Richard Costain Celebration 


HE Richard Costain report and accounts this year is a 

‘celebratory’ affair, the celebration being the rejection by 
shareholders of a teke-over bid last March by Hansom Trust. 
This year the report is in two separate parts ~ “The official 
directors’ report and accounts with information’ as Sir Robert 
“Taylor the chairman puts it, ‘presented in the form prescribed 
by legislation, stock exchange requirements and accountancy 


practice’ and a bocklet describing in words and pictures the 


scope and range of the company’s activities. 

The company also continues the previous year’s innovation of 
attaching to the separate introductory letter from the chairman, 
a simple analysis of the accounts and information on asset 
values. The ‘simple’ profit and loss account is, in fact, more 
detailed than the account which appears in the report and ac- 
counts proper, but the information on assets value is provided 
by putting estimatec market values, where applicable, alongside 
the balance sheet figures. Ordinary shareholders’ funds of 
£15-72 million at book value at December 31st, had an estimated 
market value of {29°69 million or 272p a share. 

At December 31st, the share price was 245p, but at May 
26th — the date, presumably, at which the figures went to print — 
it was 405p, having been boosted by the take-over bid and by 
the defensive action of an increase from 5'5p to y'sp a share in 
the dividend and the forecast of a maintained 7-5p this year on 
capital increased by a ‘1 for 2’ scrip issue. 


Niowlem Caution 


HE construction industry is littered with the wreckage of 
wrong costing and inadequate control. It is also successfully 
led by companies strong engugh to withstand alike the pressures 
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involved in tendering for, and carrying out, long-term contracts - 
under conditions of recession as well as inflation. 

John Mowlem & Company is one of the leaders, and Mr E. C. 
Beck, the chairman, recently told shareholders “The situation 
with regard to forward orders for work remains good and I have 
a continuing intention to see that overheads do not get out of 
line. There are many factors which in our industry make 
prophetic pronouncements dangerous; however, as far as 
it is possible to see at this time, I hope that progress will be 
maintained.’ 

Overhead expenses are shown in the Mowlem profit and loss 
account at {2,622,134 compared with the previous figure of 
£2,477,744, as against contract profits of £4,867,363 compared 
with £4,042,712. Turnover rose by close on £7 million to | 
£46-73 million, Pre-tax profits were finally £1,437,878 against 
£664,833. 

Mowlem goes cautiously. In property development, the 
chairman comments that the effect of inflation on land prices 
‘makes it even more necessary to select each project with great 
care to ensure a reasonable return and this is the policy that has 
been adopted’. 


De Vere Policy and Progress 


OLICY in the De Vere hotels and restaurants company is to 

retain the freehold interest in the company’s properties. 
Many of these have extensive acreages and occupy key positions 
in important towns. Mr Leopold Muller, the chairman, com- 
ments that the rise in property values resulting from the 
frenetic activity in the property market during the past two 
years is fully reflected in the company’s own hotels and invest- 
ment properties which the board values at ‘substantially tn 
excess of {20 million’ — virtually double the book value. 

In the past financial year, the company sold two hotels for 
redevelopment at a ‘substantial surplus over book value’. 
Extensions to existing hotels built in the past two years will have 
added as many as 450 beds, apart from extensive additional 
banqueting and conference suites. This organic growth, 
equivalent to the construction of a major new hotel, has been 
financed out of cash flow. Over {£500,000 was spent on the 
improvement and modernization of properties last year. 

Earnings have virtually been doubled in the past five years. 


Coral Complexities 


T is doubtful whether many shareholders appreciate the 

effort that obviously went into the 1971 report and accounts 
of J. Coral Holdings released a short while ago. The effort was 
necessary because of the complete change that took place 
during the year in the company that was formerly The Mark 
Lane Group. In the first half of last year the company operated 
as The Mark Lane Group, but in July it merged with J. Coral, 
another bookmaking organization. Then at the end of November 
the company acquired 74 per cent of the share capital of 
Curzon House Investments from Giltspur Investments through 
an exchange of shares, and on December Ist offers to purchase 
the remaining shares were issued. Resulting from these trans- 
actions J. Coral Holdings emerged as the holding company of 
a group with 470 licensed betting offices under the name of 
Joe Coral and Mark Lane, and other gaming concerns including ` 
the Coral Index which enables bets to be placed on the pro- 
spective performances of ordinary share indices on the London 
and New York Stock Exchanges. 

Putting the 1971 accounts on to a common accounting basis, 
and not least the adjusting of comparative figures because of 
three different year-end dates, has been an involved process. 
The final presentation of the accounts is such, however, as to 
make the effect of the changes clear and the comparison lucid. 
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A guaranteed return of at least 7.1% net of tax at the 
standard rate*. That is what Slater Walker Insurance offer you 


` 


. in a new Bond, designed for everybody who wants a high E | 


- ae income from their investments. And with no risk. For this Bond - KS 
DE guarantees not only your income, but the return of your BE WW š 


t 4 'j' ba 


capital in full at the end of ten years. Just-complete the coupon: ° i> 1 
SC E and we will send you full details; including commission rates. | , ° 
(We promise you no Salesman will call.) Then compare the i S 
return and guarantees offered by the Slater Walker Annuity -= ` 
| Income Bond with other investments currently available for ; 
Investors up to thé age of 85. 


`. 


| 8 To: Slater Walker insurance Company Ltd., ` x ie 
124 Queen Victoria Street, London EC4V 4BS. Tel: 01-236 4236 a a ce 


(a member of the Slater Walker Group, whose gross asséts exceed £270 million) - SC 


Please send me details of the Slater Walker Annuity Income Bond and T 
commission rates payable. , 
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where income tax is paid 
at standard rate 


NEW CROSS 
BUILDING SOCIETY 


A member of the Building Societies Association 
Shares and deposits are trustee investments 
Write for brochure and accounts to: 

470 New Cross Road, London SE14 6T) 
Telephone 01-692 2000/4000 + Established 1866 









Valuations ` 


for balance sheet 
purposes 
mortgage probate 

` insurance, investment 
sales, lettings and 
management 
of commercial and 
industrial properties 


d Hillier Parker | 


May & Rowden 


77 Grosvenor St, London W1 
01-629 7666 
also at Edinburgh, Sydney 
and Melbourne 





Many hundreds of accountants have found the right job 
, through this useful service. a 


FREE LISTS OF VACANCIES 


will be posted to you, or you can drop in and — without any 
form filling — study the classified register. Over 500 vacancies ` 
in: PUBLIC PRACTICE, COMMERCE AND INDUSTRY . 
in the U.K. and Overseas offer you the widest choice. Es 


Public Practice: L. Kelleher, 01-628 4550, 

More than 250 Professional firms utilize our services in the 
engagement of all grades of Audit, Tax and Liquidations 
staff, Managers, Consultants, Partners, etc. Ring for FREE ` 
LIST of current vacancies. -~ a 


CRD 
JOB COSTING 


is available as a computing service from CRD, 
giving 

. Valuation of work in progress 

Process Costing 

Time-sheet Analysis 

Budget Comparisons 

Job-cost Analaysis — current, -cumulative 


Commerce and Industry: M. Farrer, 01-628 8860 

. Our client firms operate in every sector of Commerce, 
Industry and Finance, and vacancies cover the whole range — 
from Trainee to Financial Director, including Consultants -- 
and Specialists. š 


— detailed, summarised 


This economic service is 
@. Suitable for manufacturing or professional 
organisations: 
@ Compatible with CRD’s other accounting. 
packages 
@ Effective for large or sinall users 


` Further details and estimates from 


Development Group ` 
Computation Research and 
_ Development Ltd - 
. Devon House x 
- 12/15 Dartmouth Street 
London SW1H 9BL 


Telephone 01-930 0665 


| Temporary Staff: A. Andersz, 01—628 8207 
We often receive inquiries from our clients for qualified sal 
or experienced Accountants, Consultants and Book-keepers. 
Terms are much better than is usual for temporary 
assignments. 


EMPLOYERS: Our register of candidates lists hundreds of : 

accountants and perhaps one of them is. the man you seek. 

To find out, ring me now, and I shall reply within the hour. 
R. Thornhill, 01-628 8869 ` 


RICHARD OWEN ASSOCIATES ` 


24 Finsbury Court, Finsbury Pavement, London EC2A ` mr ` 
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City Notes 


LOATING sterling, or virtual devaluation by another 

name — has inevitably riveted the City’s attention in the 
foreign exchange market, but there has been considerable 
. attention all the same to the major changes in sterling operating 
conditions that have accompanied the floating rate — or which, 
in fact, have had to accompany it. 

One result of these changes is the enlargement of the currency 
pool to include the sterling area, and the dollar premium has 
fallen heavily as a result. But the fact of the float is the City’s 
main consideration, and there has been — and still is — consider- 
able debate as to whether doing the inevitable thing is, in fact, 
doing the right thing. 

Floating of sterling under conditions of pressure has meant 
that the Government was forced to admit that its economic 
policies — or possibly its lack of economic policies — had failed. 
The Government having possibly foreseen failure by hinting 
at the likelihood of devaluation before freeze and squeeze, has 
had to opt for a devaluation in disguise at a time when cost- 
inflation is rampant. 

In the international sphere, of course, a floating pound makes 
nonsense of attempted international currency agreements. But 
that is understandingly accepted in other currencv centres where 
such agreements are only sacrosanct while they are either pene 
able or politically acceptable. 


Ki Ké 3⁄ + 


HE stock-market demonstrated its relief from uncertainty 

by showing initial strength. This is the usual market per- 
formance when doubt is removed and action takes its place. 
Only then follow the second thoughts or the deeper considera- 
tions. Devaluation by flotation must mean further inflationary 
pressures at a time when the Government does not seem to have 
any policy on that particular point. 

There is a growing assumption that for all the ‘market 
forces’ policy the Government supposedly pursues, there will 
in the end have to be a prices and wages clamp-down as an 
emergency measure. Whether that prospect, or the immediate 
foreign exchange factor, are likely to revive the bull-market in 
equities is a decidedly debatable point. 


It is noticeable that stockbrokers are now searching around 
for excuses for share-buying suggestions rather than finding 
reasons. Certainly floating sterling was not a factor in many ` 
stock-market calculations, and it will take some time for that 
factor to be properly assessed. 

The stock-market may originally have responded positively 
to action but it is doubtful whether rank and file investors will 
make the same response. Institutional operators can be expected 
to keep out of the market until some kind of currency ar 
brium is restored. 


Ka Ku Ko Kä 


HE role of Bank rate in current monetary proceedings is 

interesting. With little impact internally, Bank rate is now 
more than ever an external force, though last week’s increase 
to 6 per cent was barely forceful and certainly not aggressive. 
It was more in the nature of a smoke screen covering the follow- 
ing day’s surprise move. The Bank rate rise followed the base 
rate increase by the banks and an already steep decline in the- 
gilt-edge market, as well as a correspondingly effective rise in 
interest rates. The rise in Bank rate was overtaken by far more 
realistic events less than 24 hours after its announcement. 


* Ka Ku 3 


URRENCY doubts and the higher level of interest rates 
ruling as a result, will no doubt help the savings industry 
at a time when it looked like beginning to falter. The building 
societies must now be in prospect of raising their interest rates 


_by the end of this year, and the high level of interest rates offered 


on Post Office and trustee savings bank special investment 
accounts has been reinforced. 

At the recent Building Societies Association conference it was 
pointed out that net investment receipts had been falling while 
mortgage commitments had been rising. Since the latter can be 
expected to continue to rise, interest rates will need to be 
improved to attract lending funds. The new change of financial 
events must have brought forward the timing of the building 
societies’ interest rate moves. 


RATES AND PRICES 


Closing prices, Tuesday, June 27th, 1972 


Bank Rate 
Mar. 21, 1968 .. .. 74% April 15, 1970 Of 
Sept. 19, 1968 Ke Sai DC April 1, 1971 6% 
Feb. 27, 1969 ig a, 18%, Sept. 2, 1971 5% 
Mar. 5, 1970 74% June 22, 1972 6% 
Treasury Bills 
April 21 .. £4°:2890% May 26 £4°3026% 
April 28 .. £4°2686% June 2 £4°3943% 
May 5 -» £4°2516% June 9 £48487% 
May 12 -. £42581% June 16 £55333% 
May 19 .. £42708% June 23 £56154% 
Money Rates 
Day to day .. wd 52-6% Bank Bills 
7 days >z Sa 53-6% 2 months .. 64-62% 
Fine Trade Bills 3 months ,, 64-63% 
3 months 68-72 % 4 months 64-62% 
4 months .. 68-72% 6 months 63-74% 
6 months .. 94-81% 


Three Months’ Rates 


Local authority deposits 74-8 
Local authority bonds 74-8 
Sterling deposit certificates 84-7} 
Euro-sterling deposits 7 —7t 
54-52 


Euro-dollar deposits .. 


Finance House Base Rate ~ June rst, 1972. 5% 
Retail Price Index (16.1.62= 100) 162°6 (from 161°8, 18.5.72) 


Tax Reserve Certificates (3.1.72) Personal 34% 
(Company certificates no longer on offer) 


Foreign Exchanges 
New York 2°4875 Milan 1467°50 
Montreal 2°4400 Oslo I6:227o 
Amsterdam 7:0250 Paris 12°5200 
Brussels ` IO9`0O Zürich 9:3200 
Frankfurt 7:8500 

Gilt-edged 

Consols 4% 423 Savings 3%, 65-75 .. 90 
Consols 24% š .. 263 Treasury 9% 1994 ost 
Conversion 34% ie 337 Treasury 83% 87-90 .. go} 
Conversion 54% 1974 -- 96% Treasury 64% 1976 .. 95 
Funding 3% 99-04 -- 44 Treasury 347% 77-80 .. 75 
Funding 4% 60-90  .. 998 Treasury 34% 79-81 .. 743 
Funding 54% 78-80 .. 83 Treasury 5% 86-89 67} 
Funding 5$% 82-84 .. 80} Treasury 54% o8—-r2 .. 621 
Funding 5£% 87-91 72, Treasury 2 SS e A7 
Funding 6% 1993 72% Victory 4% .. 97 
Funding 64% 85-87 824 War Loan SEA . 37} 


Sep , | 





Policy for Education and Training 


SIR, — I greatly appreciate the formal reply from Mr F. J. G. 
Whinney (June 22nd issue). That a member of the relevant 
committee of the Institute should perform this courtesy is most 
unusual. I much hope it may prove a precedent, despite the 
attack I am about to launch on some of his letter. 

If the Council’s proposals go through, from next autumn the 
cost to an overseas student from leaving home till he draws his 
first salary cheque will be, I estimate, of the order of £1,000. 
Unlike Mr Whinney, I do not know how many persons this 
will affect each year, but it may be many hundreds; and I should 
be surprised if as many as one in six could find such money. 

Mr Whinney’s solution is ‘to urge the overseas countries, 
bodies in Britain, the Institute, firms and others, to set up 
scholarships so that those from overseas will still have oppor- 
tunities to train in this country; or, alternatively, for those in 
question who see it as worth while to finance their studies by 
means of loans, as is done by some who attend business schools’. 
To deal first with the suggestion of loans, who is to do the 
lending? Moneylenders in the home countries who will know 
that the student may never return from England? Or someone 
here who knows he may fail, and go home in a hurry? I should 
_ like to see the Education Committee try to sell that one to 
Barclays! 

We are left with scholarships — a worthy idea, but how many 
are likely to be endowed within 12 months? The proposals 
should have been accompanied by a major campaign to encourage 
the endowment of such scholarships and the compulsory 
nine months’ course suspended for overseas students until the 
campaign was successful. 

There is a very simple test of how seriously the Education 
Committee took this point. One of the bodies suggested as 
suitable to set up scholarships, is, rightly, the Institute itself. 
The matter should have been put forward as an integral part 
of the proposals. Was it? When is an announcement on the 
matter to be made? {£1 per annum on our subscriptions would 
be enough for perhaps 60 students and might be stretched to 
provide inadequate cover for 100-a small enough proportion 
. of the-victims in all conscience. 

I am prepared to pay that pound: will I be asked? If not, the 
proposals should be withdrawn. 

Yours faithfully, 


London EC4. J. DENZA. 


Inflation and Accounts 


Sir, — The President and Council of The Institute of Chartered 
Accountants in England and Wales have seemingly decided to 
stifle discussion on the discussion paper ‘Inflation and Accounts’ 
(The Accountant, September 2nd, 1971). 

In my innocence, I took the term ‘discussion paper’ at its 
face value. I spent much time'and money doing the fundamental 
accounting research that the Council might have been expected 
to do before taking sides on such an important political issue; 
I spent many weeks writing-my paper ‘J'accuse! (The Account- 
' ant, December 2nd, 1971) as my contribution to the discussion; 
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anc at-my own expense a copy of my contribution was sent to 
every member of the Council and of the Technical Committee, 
anc to the secretary of every District Society of the Institute. 

I waited in vain for the proposed ‘discussion’. Not one 
member of the Council, of the Technical Committee or of the 
ASSC sought to contest my demonstration that the discussion 
pager was ‘dishonest, devious, ignorant and puerile’ and that 
it comprised political propaganda for the continuing {1 billion 
annual subsidy of company dividends from personal taxation — 
including some £24 million from the pockets of members of the 
Inszitute. | 

Mistaking recrimination for argument, the intrepid Professor 
Stamp described my paper as containing ‘wild accusations’, and 
remarked that “This kind of rubbish can only do damage to the 
procession’. I responded with a list of 13 relevant questions 
(The Accountant, December 30th, 1971) to which I suggested 
that Professor Stamp might usefully attempt some sensible and 
logical answers, and which I have also invited Sir Ronald 
Leach to deal with on behalf of the ASSC. Neither of these 
gen-lemen has met my request. 

Cn learning that a course on ‘Accounting for inflation’ was 
to be held in the autumn, I duly enrolled; and received recently 
the formal application form for the course to be held in London 
on November 14th and rsth. The application form states, 
inte- alia, that ‘Restatement of financial accounts for general 
price-level changes, the method proposed in the Accounting 
Stamdards Steering Committee discussion paper “Inflation and 
acccunts’’, is the method studied at this course’; and that ‘The 
course 1s a practical demonstration rather than a theoretical 
discussion’. (The italics are mine.) ' dÉ 

Why, I wonder, does the Institute’s Council appear so fearful 
of Ciscussion of its views on’ inflation and accounts? — even to 
the Soint of seeking a reconciliation of what the (then) President 
described at this year’s annual meeting of the Institute as 
‘sincerely and deeply held widely-differing views’ on this 
sub-ect. What evidence have we been offered to support the 
impending abandonment, not merely of Recommendation X V, 
but seemingly of the go-year-old motto Recte Numerare? 

Nevertheless, I am encouraged by the reported words of 
Mr D. S. Morpeth, T.D., B.COM., F.c.A., at the time of his 
recent installation as President of the English Institute (The 
Accountant, June 15th): ‘How important it is in this troubled 
era zhat we all strive hard . . . to maintain the qualities which 
make a profession — objectivity, integrity and responsibility’. 

Azcordingly, I have returned my completed application form 
(witn a £35 cheque) in the hope of being admitted to the course, 
and of being enlightened. 

Yours faithfully, 


JACK CLAYTON, F.c.a. 


Cheam, Surrey. 


Accounting for Associated Companies 


Gm — I read with interest the article in the June ist issue 
entitled ‘Accounting for Associated Companies’ by Desmond 
Goca, F.C.¢.A., in which Mr Goch statéd that the Weir Group in 
its r971 annual report did not follow the standard on account- 
ing ror the results of associated companies. 

Tris is not so. The quoted investments to which Mr Goch 
refers were not associated companies within the definition of the 
standard, and hence their treatment in our balance sheet was 
entirely correct. 

Yours faithfully, 
G. A. TULLY, 
| Chief Accountant, 
G.asgow. THE WEIR GROUP LIMITED. 


[The relevant note (Note 6) on the Weir Group balance sheet 
at December 31st, 1971, segregates unquoted investments between 
‘Prircipal associated companies’ and ‘others’, followed by a 
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single figure of quoted investments. Our contributor mistakenly 
assumed that the sub-heading ‘Principal associated companies’ 
applied to the whole of the following detail — e, to both un- 
quoted and quoted investments; and he and ourselves offer our 
apologies to Mr Tully and to his company. — EDITOR. | 


Future of the Profession 


` Str, — I was interested to read the comparative growth figures of 
the various accountancy bodies, mentioned by the President of 
The Institute of Cost and Management Accountants at its 53rd 
annual general meeting (as reported in your issue of June 15th). 
On the assumption that the growth of each branch of the 
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profession will continue at the same rate as achieved for the 
years 1956-1070, the total number of qualified accountants in 
this country by 1998 will be of the order of 250,000, as illustrated 
in the table below. 

It is salutary to note the possible size of the ICMA by that 
year — more than twice the Certifiec. It may be that factor more 
than any other consideration which will bring about the amal- 
gamation of the two societies — a union which I would personally 
regret. 

Yours faithfully, 


| K. R. PACKER, F.c.C.A., F.C.M.A. 
Bletchingley, Surrey. 


GROWTH OF THE PROFESSION 


Chartered Certified Municipal Total 
Year... Get % of % of 
(As at December 31st) OOOS total OOOS total 0008 total OOOS 
1949 (actual) .. *28°8 70°2 SI r8:8 1°8 4°4 41:0 
1956 (actual) .. Kamea 67:6 9'9 i77 EN So 55°8 
1970 (actual) .. 60°6 66°7 I3'O 14°3 ER: DA oo:8 
1984 (estimate) 97°6 64:7 170 1153 (ENG 8-0 150°7 
1998 (estimate) (ËM: 61:6 22°3 8-7 24°8 9:7 256I 





* Including members of the then Society of Incorporated Accountants, admitted to the Chartered Institutes under the 1957 Scheme of 


Integration. 


[Mr Packer’s total column apparently disregards the number of accountants holding a dual or treble qualification. — EDITOR. ] 


Books 


Company Auditing — Concepts and Practices 
by THOMAS A, LEE, M.SC., C.A., A.T.LI, 
Accountants Publishing Co, Edinburgh, £1775. 


In the United Kingdom, there has been little in the way of 
accounting literature, other than that imported from the U.5.A., 
dealing with the postulates and concepts of auditing. It is true 
that the authors of our well-known textbooks on auditing were 
aware of the existence of such assumptions and accepted the 
propositions in them, and de Paula and Dicksee in their books 
each showed an awareness of these fundamental points, even 
if they did not call them by these names. However, at least 
until publication by the Accounting Standards Steering Com- 
mittee of the recent exposure drafts, study in these terms was 
mainly reserved to academics. | 

'The second of the two Statements of Standard Accounting 
Practice in fact distinguishes between fundamental accounting 
concepts, accounting bases and accounting policies, and has 
not yet touched upon auditing concepts or postulates. 


Obviously this is right; in fact, the leading statement in the 
United Kingdom must be that issued by the English Institute 
in August 1961 [The Accountant, August 19th, 1961], entitled 
‘General principles of auditing’, Mr Lee points out that this, 
like most other literature available to us, 1s essentially practical 
material and. that auditing has been regarded as a practical 
exercise ‘with very little need for any statements of so-called 
theory’. 

Dicksee said: ‘An audit is an examination of accounting 
records undertaken with a view to establishing whether they 
correctly and completely reflect the transactions to which they 
purport to relate’. This is a fundamental concept, but is broadly 
based and could be said to be a statement of practice as much 
as of theory. 

Mr Lee, then, has felt the need both to remedy the gap 
which exists in literature in the British Isles and to provide 
some opportunities for members of the profession to consider 
why auditing is done rather than how it is done, and the 
objectives and concepts of auditing as they should be. He states 
that-this is neither a traditional auditing test nor a book of 
theory. | 

He tackles this by producing a book setting out the reasons 
for which financial information is required, the nature and 
purposes of company auditing, the propositions upon which the 
existence of the audit function as independent are based (De, 
the ‘postulates’), then the various concepts inherent in auditing. 

Mr Lee is right to complain at the lack of research ‘into a 
definition of terms such as ‘true and fair’, What he has to say 
is both valuable in itself and as a stimulus to thought and 
discussion. Perhaps one may think he is taking a somewhat 
urbane view of the situation when he says, in passing, that 
persons other than shareholders uging and relying on the 
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-auditor’s opinion have at the present time no established 
legal redress against the auditor should they suffer loss due to 
his negligence. Perhaps one would quarrel with his statement 
that auditing of small companies is less easy to justify than that 
of public companies ~ probably on grounds that only share- 
holders are interested in accounting statements, and in the 
case of small companies they are close enough to be reasonably 
well-informed. This is questionable as such, because there is 
nothing to suggest that such shareholders are properly informed. 
With the filing of all companies’ accounts, however, the basic 
premise is surely questionable too. There is possibly a further 
social question in that accounting statements form the basis of 
the taxation of companies’ profits. 

The purpose of a book like this is to move from the purpose 
of auditing to the methods of auditing. In this it generally 
succeeds, though its size, being somewhat under two hundred 
pages of principal text, prevents it from achieving much depth 
of practical content. 

It is to be hoped that the book will achieve the sales it deserves 
amongst thoughtful practitioners as much as the students for 
whom it may be thought to be intended primarily. Its thesis 
is indeed overdue and it should lead to further debate and 
research along the same road. 


Value Added Tax 
by Artan A Tarr. 
McGraw-Hill, £3:6o. 


This study appeared before the Budget and therefore does 
not discuss Mr Barber’s proposals. Apart from a thorough- 
going analysis of the probable economic effects of the tax and 
its principles, the study is well illustrated by reference to the 
workings of VAT in the European Economic Community, 
‘and there is an excellent bibliography of writings on VAT. 
_ It will be some time before a better examination of the prin- 
ciples of VAT appears and anyone who wants to know more 
about the tax than merely how it affects the average business 
could make a good start with this book. 

If there is one criticism, it is that the average lay reader may 
find the first two chapters with the theoretical basis of VAT a 
little tedious. Elsewhere, the author concentrates on practice. 
A second edition of such a book in about two years’ time, 
with a review of British experience, would be very welcome. 


The Manager and Training 
by ALAN MUMFORD. 
Pitman, £2-80. 


This book is an unusual SE to delineate the responsibility 


of managers fcr training. Mr Mumford believes that training 
responsibility is the manager’s, not the training officer’s. For 
this reason, he starts with the question of how to establish the 
costs of training and, to balance against this, the potential 
benefits. He advocates the systematic approach to training, and 
that it should be closely related to the organizational context. 
He stresses motivation as a fundamental condition for learning, 
and emphasizes that it is learning, rather than being taught, 
which constitutes effective training. 

He goes on to give a good general introduction to the analysis 
of training needs, the content of training programmes, and the 
problem of chcosing appropriate methods for learning, on and 
off the job. In his final chapters he deals with the valuation of 
results and the importance of self-development for the manager; 
in other words, the fact that training should be the start of a 
process. For the manager it is, ‘perhaps, learning to learn that 
is most important. 

As is appropriate for an introductory text of this kind, the 
scope is very wide and the treatment general, but the author 
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makes a real effort to support his exposition with carefully 
chosen references to more comprehensive works. These ref- 
erences show a wide knowledge of the relevant literature, but 
Mr Mumford avoids overloading the manager with references. 

The style is readable, and there is little doubt that a manager 
who rezards training as someone else’s concern would be well 
advised to read this little book. 


Theobald on Wills 


Thirteezth edition by STEPHEN CRETNEY, M.A., and GERALD 
DWORKIN, LL.B. 


Stevens, £13.50. 


This new edition of Theobald (the first was in 1876) is number - 
three ir the Publisher’s Property and Conveyancing Library. 
Mr Cretney and Professor Dworkin are newcomers to the 
very short list of editors. Their major revision was made on 
the sources available on March rst, 1970, but they have also 
referrec to developments down to the beginning of rot. As 
might Ce expected, they have dealt with the many new relevant 
Acts passed since the twelfth edition was published in 1963: 
the Permetuities and Accumulations Act 1964, Family Provisions 
Act, 1956, Family Law Reform Act 1969, the two Wills Acts 
of 1962 and 1968, and the Adoption Act 1968. The book 


` deservelly has international fame, and the editors have now 


introduced references to Commonwealth authorities where they 
conside-ed them to be significant. 

It is rom this innovation that we learn that a piece of card- 
board executed and witnessed during a game of snooker was 
admitte-i to probate as a properly executed will. On the other 
hand, ir view of the abolition of restraints upon anticipation 
by marred women, the several cases on that ancient topic have 
now been omitted. 

The editors deal with an interesting point arising from the 
Family Law Reform Act 1969 which widens the definition of 
‘child’ znd ‘issue’ to include illegitimate relationships. They 
point out that this change may produce anomalous results, 
bearing in mind that for most purposes the Act applies only to 
wills male after 1969. The editors explain how it can now happen 
that the illegitimate child of a predeceased child of the testator 
may be preferred to the testator’s own illegitimate child. 

The chapter on domicile is not unnaturally comparatively 
brief. Cne sentence declares that where a domicile of choice 
is abanconed, the domicile of origin is revived. However, this 
would mt be so when a woman had followed her husband to 
his new domicile and remained there after the end of the 
marriage. 

There is a paragraph on identifying an institution or society 
to whiclk a bequest is made. It reviews the cases on this topic, 
then gos on to say that the wills in question would today have 
to be read in the light of the Family Law Reform Act 1969. 
It woulc perhaps have been more helpful to have gone on to 
explain Low this Act would have affected those cases. 

The work is exceedingly well arranged and well indexed. 
Particulaly useful is the splitting-up of chapters into sub- 
headings. 


Pricing in Business 
by D. C. HAGUE. 
Allen & Unwin, £5-50. 


A number of firms linked with the Centre of Business Research 
in the University of Manchester provided the basic information 
upon wkich this pioneering study of pricing policy in industry 
is based. It is the author’s opinion that the.time is coming when 
British fms should pay more attention to pricing than in the 
past. Ths changed situation has arisen because of the activities 
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of the Restrictive Practices Court which has outlawed collective 
pricing agreements, and the now defunct Prices and Incomes 
Board which had a salutary effect on many industries and 


organizations in making them think about their pricing and 


charging policies. 

The study examines the policies of 13 firms whose market 
conditions range from duopoly through oligopoly to competition. 
The author endeavours to break down the study into four parts. 
First, he explains what, in the light of economic theory, firms 
should do in the matter of pricing. Second, he examines and 
explains what the firms under study were in fact doing in this 
respect; then a third section considers the disparity between 
theory and practice. Finally, there is a section on how pricing 
procedures could be improved. 


Finance for the Non-financial Manager 
by Ernest JONES. 
Pitman, £3. 


This is a new study prepared for The Times management library 
by an author who is a chartered accountant and cost accountant 
as well as an experienced lecturer in one of the leading Poly- 
technics. 

It is not, as the title might lead some to suppose, another 
simple text for the sole proprietor of a developing business. 
It is designed for the manager or senior executive who recog- 
nizes the usefulness of financial data and is concerned to make 
effective use of it in the process of decision-making. As such it 
will be interesting to the accountant per se who has the re- 
sponsibility of preparing financial information for his board, 
some of whom have only limited financial understanding. 
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taste and Financial Control in 
‘the Professional Office 


by PETER GRANT, A.M.B.1.M. 

Business Books, £4.50. 

Developments in Office Management 

edited by J. BATTY, D.COM., M.COM., A.C.M.A., M.I.0.M., M.B.LM. 
Heinemann, £375- 


Mr Grant has written this book more particularly for the ` 


professional office of an architect, rather than for the ac- 
countant’s or solicitor’s office: thus some adaptation is needed 
of the suggested forms if they are to be used in those offices. 


It is a compact book for the non-accountant, professional archi- ` 


tect or consulting engineer. 

What he has to say is both interesting and heipful. He is a 
devotee of the writings of Peter Drucker whom he quotes 
extensively. This is sometimes a pity, for he has his own 
message to convey on the general need for management of 
expenditures. 

The chapters dealing with budgets and forecasts and job 
cost control are full of useful suggestions, and there are ratios 
and other statistical aids set out clearly in the chapter on 
balance sheet analysis. The principles are of general applica- 
tion, but it is unfortunate for the non-architect reader that the 
examples only envisage one sort of office. For one’s friends and 
clients in architecture and for an aid in suggesting controls to 
them, this book has a place. What seems a pity is that it could 
with ease become the book which its title suggests, but it has 
not yet achieved this. 

There are appendices containing an exploration into pro- 
ductivity (which uses the initials ‘CIR’ as meaning ‘the crea- 
tivity of income from resources’ — a surprise to some of us 
accountants) and the Registration of Business Names Act 
1916, the Partnership Act 1890 and the Limited Partnerships 
Act 1907. 
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Dr Batty is a familiar name in the field of management 
literature. Here he has selected a number of articles by various 
authors which have been published over a span of some twelve 
years in Office Management and other magazines, and added 


‘some original chapters of his own, so as to create a coverage of 


the whole subject of office management, including such diverse 
topics as training within industry, a reorganization case-study 
and computer feasibility and installation. 

It is interesting to observe that marginal costing as recom- 
mended in the case-study led to the reduction in the numbers 
in the office departments of the business. Many of us instinct- 
ively rebel at the idea of wholesale reductions in employees 
indicating greater management efficiency, because of the human 
problems that follow. However, making avoidable losses 
through over-employment at all levels must lead to business 
failures and surely this must be entirely bad for everyone. Yet, 
fears of redundancy have to be recognized and dealt with and 
this is acknowledged by the author of the study. 

This is a thought-provoking and stimulating collection in the 
best tradition of what Dr Batty always does well. 


RECENT PUBLICATIONS 


TaxoLocy, by Oliver Stanley. 189 pp. 84x 5}. Weidenfeld and 
Nicholson, £2°75. 

LAW OF PARTNERSHIP, by Charles D. Drake, M.A., LL.B. xxiv-+264 
pp. 85 X 53. Sweet & Maxwell, £3-20; paperback, £,1°90. 

AccOUNTING CASE STUDIES, by K. Midgley and R. G. Burns. 
96 pp. 84 X s$. Macmillan, paperback, 7op. . 

THE STUDENT’s SYSTEMS ANALYSIS, by Peter Kilgannon. iv-+268 
pp. 7 X 93. Edward Arnold, paperback, £,2°10. 

ACCOUNTING AND FINANCIAL MANAGEMENT IN THE HOTEL AND 

CATERING Inpustry, by Peter Harris and Peter Hazzard. 
Volume I, 143 pp, Volume II, 238 pp. 9x6. Northwood 
Publications, {1-50 and £280 respectively. 

SOURCES AND MANAGEMENT OF Export Fanc, by W. W. 
Syrett and Raymond F. Pither. 158 pp. 9 x 64. Gower Press, 
£425 

AN e TO MARKETING EXPERIMENTATION, by M. 
Venkatesan and Robert J. Holloway. 141 pp. I£ x 81. Collier- 
Macmillan, paperback, £3:6o. ' 

INTERMEDIATE ACCOUNTING, third edition, by Glenn A. Welsch, 
PH.D., C.P.A., Charles T. Zlatkovich, PH.D., c.p.a., and John 
ee White, PH.D. xvili-+1,160 pp. 9x6. Richard D. Irwin, 

12°95. 

PERFORMANCE APPRAISAL IN MANAGEMENT, by M. R. Williams, 
M.SC. xii+180 pp. 84x 54. Heinemann, £2" E i 

TAXATION MANUAL, by Percy F. Hughes and J. M. Cooper, 
twelfth edition. x1--733 pp. 8x sk. Taxation Publishing 
Co, £350. 

ONE THOUSAND QUESTIONS AND ANSWERS ON Company Law, 
second edition, by Frank H. Jones, F.c.c.A., F.c.1.8. 84 X 54. 
Barkeley, £285. 

FINANCIAL CONTROL IN DEVELOPING Courage, by G. W. F. 
Pidgeon. ix+ 102 pp. 84x54. Longman, £1r'50. 

Woo Owns Wom, Continental Edition 1971-72, Volumes I 
and II. 1ox7. O. W. Roskill & Co, £18-50; single volumes 
£1050 each. 

PROFESSIONS AND Power, by Terence J. Johnson. 96 pp. 84x sh. 
Macmillan, paperback, 6op. 

Tue Economics OF CAPITAL EXPENDITURE, third edition by K. A. 
Middleton, B.A., F.A.S.A. 104 pp. 9X6. ' Australian Society of 
Accountants. 

ELECTRONIC DATA PROCESSING AND COMPUTERS FOR COMMERCIAL 
STUDENTS, by E. A. Bird. x+192 pp. 954. Heinemann 
£290; paperback L170. 

Tue RISE AND FALL OF Horatio Borromiey, by Alan Hyman. 
xili+291 pp. 9 X 54. Cassell £3. 

COLLECTION OF Dests, third edition, by W. D. Park, B.A. 156 pp. 
8% X 54. Oyez Publications, £185. 





These books may be obtained from, or through, Gee & Co (Publishers) 
Ltd, The city Library, 151 Strand, London WCzR tJI. 
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National Taxation Conference 


HE 22nd National Taxation Conference is to be held in 
Harrogate from September 15th to 18th. The conference, 
which will be under.the chairmanship of Mr Percy F. Hughes, 
is open to members of the accountancy and legal professions, to 
accountants in industry and commerce and others concerned 
with the law and practice of taxation. 
An attractive programme is also being arranged for the lady 
guests, and everyone attending may be assured of an interesting, 
- informative and enjoyable week-end. 


Early application desirable 


It is emphasized that early application for registration for the 
conference is important, as from past experience it has been 
noted that the better hotel accommodation becomes quickly 
booked, especially that at the conference headquarters. Un- 
fortunately, British Rail have discontinued the arrangements 
whereby conference delegates could obtain reduced rate travel 
and the organizers regret they cannot help members in this 
matter. A registration form and list of hotels will be forwarded 
upon request to: The Conference Secretary, 98 Park Street, 
London WAN 4BR. The choice of hotels is restricted and 
immediate application 1 i$. vadyised, 


Provisional programme: ` 
` The following is an outline of the provisional programme: 


Friday afternoon, September r5th 
Short inaugural address by the Conference Chairman, 
Mr Percy F. Hughes. 


A civic welcome by His Worship, the Mayor of Harrogate. It 
is hoped that lady visitors will attend these events. 


. Address by Mr D. L. Bryars, B.A., an Assistant Secretary, HM 
Board of Customs and Excise, on ‘Value added tax’. 
Chairman: Mr R. P. Crout, F.c.c.A., Immediate Past President 

. of The Association of Certified Accountants. 


Friday evening 
A reception and cocktail party will be given by the Editor 
of Taxation in The Ballroom of The Hotel Majestic to which 
all members and their ladies will be invited. 


Saturday morning, September 16th | 

- Mock interview: Discussion between a representative of 
the Shares Valuation Division, Estate Duty Office, and an 
accountant representing a private company with a view to 
negotiating the valuation of unquoted shares. (The last half- 
hour of this session will be devoted to audience participation. ) 
Taking the part of the Revenue representative: Mr T. D. 
Flavin, LL.B., Chief Examiner, Shares Valuation Division; 
Estate Duty Office. 
Taking the part of the accountant: Mr K. R. Tingley, F.c.c.a. 


JOHN FOORD 


61 QUEEN’S GARDENS, LONDON W2 3AH 


Saturday afternoon 
Address by Mr N. Lessels, C.A., A.T.I.1., 
porat-on tax’. 
Chairman: Mr G. C. Patterson, C.A., Immediate Past President, 
The Institute of Chartered Accountants of Scotland. 


on “The new cor- 


Address by Mr Derek E. Cox, F.c.a., on “Recent legislation — 
Finance Act 1972’. 

Chai-man: Mr A. A. Brent, F.C.LS., FELL, 
The Institute of Taxation. 


Past President, 


Saturday evening 
Civic reception and dance, to be given by His Worship, the 
Mayor of Harrogate, in the Royal Hall. Invitations will be 
extended to all those attending the conference. 


Sunda» morning, September 17th 
Morning service for conference members and their ladies at 
Ripon Cathedral, conducted by the Dean of ai 


Sunday afternoon 
Gol? Competition: An sented: hole Stableford Golf Com- 
petition for the Taxation Challenge Cup will be SC on th 
Cou se of the Harrogate Golf Club. | = 


Monday morning, September 18th 
Address by Mr J. Jeffrey-Cook, F.c.a., on ‘Some aspects 
cap-tal gains tax’. = 
Chairman: Dr James M. S. Risk, B.COM., PH.D., C.A., F.C.M:. 
J.DIP.M.A., F.C.1.8., Immediate Past President, "The Instit . 
of Cost and Management es 


Address by Mr J. M. Cooper, F.C.C. À., A C.L.S., on a ‘Capi: 
allowances’. 
Chairman: 
President, 
Ireland. 


Mr Niall Geert F.C.A. Immediate Pa 
The Institute of Chartered Accountants 1. 


For the ladies 
Saturday: Visit to Harewood House and Bird Garden. 


Monday: A talk on ballet by the well-known Artistic Director 
of the London Festival Ballet, Beryl Grey. 


General 

Special facilities will be granted to all members of the Ste 
by tke Corporation of Harrogate. There is a nominal contribu- 
tion of £5 each for participating members and £4 each for 
wives and guests of members towards the conference expenses. 
No further conference charges will be made and all social 
functions will be free. Those who attend will only be required 
to pay for their hotel accommodation. 
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Roundabout 


NEW PRESIDENT 
FOR SECASS 


AN active future for the South Eastern 
CASS seems assured through the election 
as its new President of Professor Peter 
Bird, B.SC.(ECON.), F.C.A., Professor of 
Accounting, University of Kent. He 
succeeds Mr G. W. Davies, F.c.A., who 
has been the Society’s President since 
1962. 





Professor Bird took an ‘approved 
course degree’ for his B.Sc.(Econ.), at 
the London School of Economics and 
subsequently joined the London office 
of Arthur Andersen in 1958, where he 
remained until 1963-the first three 
years being under articles. He was 
admitted to membership of the Institute 
in 1961, having achieved considerable 
success in the Final exam in which he 
was awarded the Second Certificate of 
Merit, the Walter Knox Scholarship and 
the Plender Prize for the paper on 
Advanced Accounting (Part 1). 

Lecturer in accounting at the London 
School of Economics from 1963-66, he 
served as senior lecturer in accounting 
at the University of Kent from 1966~70, 
when he was appointed to his present 
post. In between these years in account- 
ancy teaching in the UK, Professor Bird 
was Visiting Associate Professor of 
Accounting at the University of Minne- 
sota in 1965. 
>+ He is currently a member of the 
Advisory Board of Accountancy Educa- 
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Student 


tion and the Executive of the Standing 
Conference on Degree Studies and the 
Accountancy Profession, as well as being 
a member of the committee of the South 
Eastern Society of Chartered Account- 
ants. He was, until recently, Chairman of 
the Association of University Teachers 
of Accounting and of the East Kent 
Group of the South Eastern Society. 

The author of a number of articles in 
the professional press including one on 
‘The audit of university expenditure’, in 
The Accountant of June toth, 1967, 
Professor Bird has also written several 
books.. 


Other officers elected for 1972—73 are: 

Chairman: George B. Haisman. 

Secretary: Graham Collier. 

Treasurer: G. F. Percival. 

Sports & Social Secretary: Roger Colvin. 

Committee: Barry Cooke (Guildford), 
John Ashby (Eastbourne), Philip Horley 
(Tunbridge Wells), Jon Smith (Canter- 


bury) and Simon Braine (Haywards 
Heath). 


LONDON SOCIETY’S 
RULES UNDER REVIEW 


MEMBERSHIP of the special subcommittee 
to consider revision of the rules of the 
London CASS has been announced as 
follows: T. Basaran, S. Haider, Paul 
Hendrick, Kevin Lennon, Chairman of 
the Society, and I. Sacrani. 

As reported under ‘Roundabout’ on 
June 15th, a motion passed at the 
Society’s annual general meeting criti- 
cized the present rules in that they 
limit the scope of the Society’s activities 
and mitigate against effective participa- 
tion and involvement of members in the 
work of the Society. 


SOUTHAMPTON STEPS UP 
COMMUNICATION 


For at least a year now the Southampton 
Students’ Society has been endeavouring 
to increase communication with mem- 
bers. One attempt in this direction has 
been the production of a quarterly 
Newsletter which is sent to every member 
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at his home address and to principals. 
Containing general information, current 
topics in brief and news of student 
activities, it can hardly be termed a 
unique idea, but it also usually features a 
humorous section. The spring edition 
included a reprint of Monty Python’s 
‘Why Accountancy is not Boring’. 

The production has been known to 
reach 12 sides. The Vice-Chairman, 
Barry Clark, says: ‘With a scattered 
membership exceeding 200 the cost is not 
cheap, but if we cannot try to communi- 
cate properly with all our members 
there’s little point in the Society existing 
at all’. Close liaison between the Member- 
ship Secretary and the Editor has ensured 
that all current members receive copies. 
Admittedly, little is known about what 
happens to them then. 

Attempts are being made to launch a 
students’ discount scheme in local shops. 
This may also provide advertisement in- 
come which would be of great advantage. 


LIVERPOOL VENGEANCE 


Heavy rain during the early morning of 
June 7th made it appear unlikely that the 
cricket match between Sheffield and 
Liverpool Students would start at all. 
Fortunately a drying wind enabled play 
to commence with only a small delay. 
Liverpool won the toss and elected to 
bat first. After a slow start, in which 
they lost two wickets, they went on to 
score 128 for 4 declared in their 25 overs. 




























NOTIFICATION OF 
EXAMINATION RESULTS 


Subject to unforeseen circum- 
stances, lists of candidates successful 
at the May 1972 Final Part I and 
Part II examinations of The Insti- 
tute of Chartered Accountants in 
England and Wales will be dis- 
played at Chartered Accountants’ 
Hall, Moorgate Place, London, on 
Monday, July 17th, and published 
in The Accountant of July 2oth. 

In addition, each candidate may 
expect to receive by post at the 
earliest on Monday, July 17th, a 
notice stating whether he has passed. 
referred or failed together with 
details including any prize awarded 
or, if unsuccessful, particulars of 
his performance in individual 
papers. 

The Institute cannot give infor- 
mation of results by telephone or 
telegram and cannot entertain any 
inquiry as to whether results are 
available. 
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The feature of their innings was a fine 87 
not out by Ahmed Waque, who has also 
played for Pakistan. 

After tea, Sheffield made an unfortunate 
start, losing a wicket on the first delivery. 
A steady 47 by R. G. Smith helped 
Sheffield to reach 98 for 5 with 5 overs 
to go. Paul Beeson then struck a mammoth 
shot only to be caught on the boundary 
by Johnson. The rest of the Sheffield 
batting was dismissed cheaply in trying 
to force the pace. 

Liverpool thus atoned for a disastrous 
defeat last year, winning by 16 runs. The 
best bowling performance of the after- 
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noon was by Johnson, who took five 
wickets for 24 runs in ten overs. 

In other sporting events between the 
two societies, Liverpool beat Sheffield 
3-1 at tennis in a hard fought match, and 
honour was divided equally at squash. 


LETTER TO ROUNDABOUT 


ICA Admission Fee 


SIR, I was pleased to read that The 
Accountant (June 15th issue) regards the 
proposal of the English Institute’s Special 
Committee on Future Policy, to increase 
the entrance fee from £21 to £50, as 


The first meeting of the new ACASS Executive was held at Chartered Accountants’ Hall, 
London, on Monday of last week. The morning was taken up with a meeting of all members 
and in the afternoon separate meetings of the education, services, and conditions of employ- 
ment boards were held. Pictured above: David Steeds, B.A., M.A., and Terry Carroll, of the 
conditions of employment board in discussion with Terry Webb, the new secretary of ACASS. 
Below: members of the education board — Moira Pattinson, Harvey French, Peter Atkinson, 
A.C.A., and Richard Vinson, discuss matters for study prior to the Birmingham Council in 


September. 


tore 
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‘wholly inexcusable’ and urges it to ‘think 
again’, 

The report of the committee indicates 
a thorough study of the factors arising 
from the terms of reference, with one 
exception. Section XI, 27 (b) states that: 


“The committee is not in a position 
to assess without a detailed and costly . 
independent inquiry whether all 
activities are carried out with maximum 
efficiency and at minimum cost’. 


Surely this was one of the fundamental 
duties of the committee, before they could 
possibly establish ‘the financial implica- 
tions of the policies the Institute should 
pursue’ as instructed by their terms of 
reference. Whether the inquiry need be 
costly is another matter; however, I 
cannot envisage a chartered accountant 
advising his client or employer to increase 
his sales prices by 138 per cent, without 
first examining closely the profitability 
of the constituent items contained therein. 


Yours faithfully, 
SIMON J. CRYER, 


Chairman, Croydon Branch, 
‘THE CHARTERED ACCOUNTANT 
STUDENTS SOCIETY OF LONDON. 


Purley, Surrey. 


BYSTANDER’S COLUMN 
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Graduate 
Accountants 


E live in an era of inflation, not 
only in terms of prices, but also 
in the worth of educational qualifications. 
Ten years ago, to have eight ‘O’ 
levels was the standard expected of nice 
middle-class children; five years ago, 
three ‘A’ levels were demanded by 
parents; and now nothing less than a 
Bachelor’s degree will suffice. Master’s 
degrees are becoming more evident in 
the appointments column of The Financial 
Times, and in five years to possess a 
Ph.D. will be the requirement exacted 
by status-conscious chairmen of their 
young personal assistants. 

In keeping with its usual role of being 
some years behind the times, The Insti- 
tute of Chartered Accountants in England 
and Wales last year got round to an- 
nouncing that ‘O’ levels would no longer 
be sufficient for entry to the profession. 
Yet with the growth in degree courses 
and the ensuing filtration of graduates 
into jobs which were once regarded as 
not good enough, the accountancy profes- 
sion may find itself with an almost 
exclusively graduate entry in ten years’ 
time. By the year 2000 the Institute will 
no doubt announce that ‘A’ levels are 
no longer acceptable. 


[une 29th, L- 


Notes 


and 
Notices 
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Index to Vol. 166 
January to June 1972 


The general index to this volume - 
January to June 1972, Vol. 166 — will 
be published with the issue dated 
July 6th, 1972. 

The parts of the volume should 
therefore not be sent for binding until 


che index has been added. 


PROFESSIONAL NOTICES 


WALLacE H. CASTLE & Sons, Chartered 
Accountants, announce that they have 
merged their practice with that of 
SINGLETON, FABIAN, DERBYSHIRE & Co, 
Chartered Accountants, and are now 
practising at the Birmingham office of the 
latter firm, the address being Rutland 
House, 148 Edmund Street, Birmingham 
B3 2JH. 

CHANDLER & Co, Certified Account- 
ants, announce that their address is now 
486 Chiswick High Road, London W4. 
The telephone numbers remain un- 
changed. 


A. E. CHAMBERS & Co, of 49 London 
Wall, London EC2M 5TL, announce the 
retirement of Mr ALBERT E. CHAMBERS, 
F.C.C.A., on May Ist, 1972. On the same 
date, Mr STANLEY N. Fry, F.c.a., Mr 
ROGER W. Fry, A.C.A., and Mr STEPHEN 
J. Fry, A.C.A., were admitted to partner- 
ship and now practise as A. E. Chambers 
& Co, Chartered Accountants. Mr 
CHAMBERS will remain associated with the 
new partnership in a consultancy capacity. 


FINNIE, Ross, WELCH & Co, Chartered 
Accountants of London, Leeds and 
Glasgow, announce that Mr Davip 
FINNIE, M.A., C.A., who founded the 
firm in 1926, will retire as a partner on 
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June 3oth, 1972. Mr FINNIE will con- 
tinue to be available for consultation. 


STANLEY N. Fry & Co, Chartered 
Accountants, of 49 London Wall, London 
EC2M 5TL announce that Mr Rocer W. 
Fry, A.C.A., and Mr STEPHEN J. Fry, 
A.C.A., were admitted to partnership on 
May ist, 1972. Mr RoGER FRY continues 
as a partner of HEWARD DUTCHMAN & 
Co, Chartered Accountants, of Cross 
Keys House, 56 Moorgate, London 
EC2R 6ES. 


Mr P. M. GIMson, B.A., F.C.A., and 
Mr H. P. CARTER, B.A., F.C.A., announce 
the dissolution on June 16th, of their 
partnership practising under the style 
of Gimson & Co, at Pensioners’ Court, 
Charterhouse, London ECı. Pending 
other arrangements, Mr Grimson will 
carry on as sole practitioner under the 
same title, and Mr CARTER will continue 
to practise separately from the same office 
for a number of clients. 


Joun F. Harvey & Sons, Swansea, 
announce the retirement on May 31st, 
1972, of Mr R. G. Tuomas, F.c.A. Mr 
THomMAs will continue his association 
with the firm as a consultant. Mr D. I. J. 
HUSBAND, M.A., F.C.A., and Mr T. M. 
BEVAN, A.C.C.A., have entered into partner- 
ship with effect from June Ist, 1972, 
and have acquired the practice. The 
practice will continue under the same 
style and from the existing offices at 
Dynevor House, 5 and 6 De la Beche 
Street, Swansea SAr 3HA, and Old 
Bank Chambers, Bank Terrace, Llandeilo. 


PANNELL FITZPATRICK & Co, Chartered 
Accountants, announce that Mr HERBERT 
VINCENT WHITAKER, F.C.A., is retiring 
from the Birmingham partnership after 
more than 40 years as a partner, originally 
with Forrest SON & Parts, He will 
continue with the firm as a consultant. 


PRICE WATERHOUSE & Co (European 
firms) announce the retirement on June 
30th, 1972, of Mr E. D. Lacy and the 
admission to partnership of Mr W. J. 
BANNERMAN in the Belgian firm, Mr G. 
EIBENSTEINER in the German firm, 
Messrs A. E. GARNER and T. P. RYAN in 
the Swiss firm, Mr J. D. MENNELL in the 
French firm and Mr D. H. WALKER in the 
Spanish firm. 


Marsą, Woop, Drew & Co, Chartered 
Accountants, of Chancery House, 53-64 
Chancery Lane, London WC2A ISL, 
announce that owing to ill health Mr 
Tom B. BLACKBURN, F.C.A., will retire 
from practice on June 30th, 1972, after 
46 years of service with the firm. With 
effect from that date, Mr Jeremy S. F. 
Hopkinson, A.C.A., who has been with the 
firm for a number of years, will be ad- 
mitted into partnership. The style of the 
firm will remain unchanged. 
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APPOINTMENTS 


Mr Gabriel Akomoh Yadua, A.C.C.A., 
has been appointed a financial accountant 
of the G. R. A. Property Trust Ltd, 
London. 


Mr K. A. Bines, F.c.a., for the past 
three years financial controller of Avon 
Rubber Company’s tyre division, has in 
addition been appointed deputy general 
manager of the division. 








Mr K. A. Bines Mr J. W. Birkett 

Mr J. W. Birkett, A.C.A., formerly with 
Touche Ross & Co, has been appointed 
company secretary and accountant to a 
newly formed company, Lease Manage- 
ment Services Ltd. Mr Birkett gained 
first place and the W. B. Peat Medal and 
Prize in the Institute’s May 1971 Final 
Examinations. 


Mr John A. Emerson, A.C.1.S., A.T.I.1., 
has been appointed an executive director 
of Tozer Kemsley & Millbourn 
(Holdings) Limited, the international 
finance and investment group. He has 
been a non-executive director since 1964. 


Mr Noel Godfrey, F.c.a., has been 
appointed financial controller of the 
newly constituted Oleochemicals Group 
of Croda International Ltd. 
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Mr N. Godfrey Mr F.H. Noble 


Mr F. H. Noble, F.c.a., previously 
company secretary of Pakord Ltd, has 
been appointed to the board as finance 
director. 


Mr Frank Perfect Lees, A.c.c.A., has 
been appointed assistant chief accountant 
(costing, salaries and superannuation) of 
the North Eastern Electricity Board. 


6; PER CENT EXCHEQUER 
LOAN 1972 


The Treasury announce that no con- 
version offer will be made in respect of 
holdings of 64 per cent Exechequer Loan 
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1972. This stock matures on August 8th, 
1972, and will be redeemed at par on that 
date. Redemption request forms will be 
issued in due course. 

Approximately {goo million of 64 per 
cent Exchequer Loan 1972 is outstanding. 
Official holdings account for a large 
proportion of this, and a conversion 
offer, in the view of the Treasury, is 
therefore not warranted. 


LEEDS AND BRADFORD’S 
NEW PRESIDENT 


Mr George Ernest Bainbridge, T.D., 
F.C.A., senior partner in the Yorkshire 
practice of Robson, Rhodes & Co and a 
member of the committee of the Leeds, 
Bradford and District Society of Char- 
tered Accountants since 1963, has been 
elected President of the Society for 1972- 


a 
Educated at Bootham School, York, 
Mr Bainbridge served his articles with 





Chipchase, Wood & Co, Durham. During 
the Second World War he was com- 
missioned in the Royal Artillery, trans- 
ferring subsequently to the RAOC, and 
served at GHQ West Africa and in the 
War Office. 

He became a partner in Robson, 
Rhodes & Co in 1952, and is currently 
senior partner in their Yorkshire offices. 
He is also a member of the West Riding 
partnership of Deloitte & Co. 

Mr Bainbridge’s hobbies include gar- 
dening, swimming and caravanning. 

Other officers of the Society for 1972- 


73 are: 

Vice-President: Mr L. B. Eagle, F.C.A. 

Hon. Treasurer: Mr I. Longman, A.C.A. 

Hon. Secretary: Mr W. J. A. Smith, F.c.A., 
27 Park Square, Leeds LS 2PL. 


ACTUARIES’ NEW PRESIDENT 


Mr Geoffrey Heywood, M.B.E., F.1.A., has 
been elected President of the Institute of 
Actuaries for 1972-73, his predecessor, 
Mr Ronald S. Skerman, F.1.A., investing 
him with the badge ef office at the 
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conclusion of the Institute’s recent 
annual meeting. 

Mr Skerman expressed his pleasure at 
the increased membership of the In- 
stitute as he was convinced that the more 
actuaries there were, the greater the 
contribution to financial planning in all 
its aspects. He referred particularly to the 
important part actuaries had to play in 
encouraging the financial soundness of 
insurance companies and pension funds; 
The Institute had made representations, 
in particular, to the Hilary Scott Com- 
mittee on Property Bonds and Equity- 
linked Life Assurance (The Accountant, 
April 15th, 1971) and to the Department 
of Trade and Industry in connection with 
their current review of insurance control 
legislation. 


EUROPEAN INVESTMENT 
GUIDE 


Any company with European interests 
or aspirations, and anyone operating 
in that investment sphere, will find a 
booklet entitled Investment Guide, Western 
Europe, recently published by Parkland 
Research Europe SA (a subsidiary of 
Hawtin & Partners, merchant bankers), 
a most useful reference work. 

The guide is divided into three parts: 
(1) an overall examination of factors 
governing European investment, includ- 
ing UK exchange control; (2) a study of 
the securities market; and (3) an appraisal 
of direct investment in each member of 
the European Economic Community — 
with the exception of Italy, but the 
addition of Switzerland. 

Copies are available free from Hawtin 
& Partners Ltd, 16 Golden Square, 
London WIR 3AG. 


S.C.A. TEXTBOOK AWARD 


The Society of Commercial Accountants 
Textbook Award for 1971 has been won 
by Mr H. Washbrook, F.C.I.S., F.B.C.S., 
F.O.M.S., for his book, Management 
Control, Auditing and the Computer, 
published by Heinemann. 

Presenting the award at a recent 
luncheon to mark the occasion, Mr J. O. 
Davies, F.C.A., A.C.M.A., a member of the 
Society’s Board of Examiners and one of 
the panel of assessors, congratulated the 
author on his first book, and stressed the 
significance of its title in placing auditing 
between the computer and management 
control. 

The award is made annually, and takes 
the form of a cheque for {100 to the 
author and a presentation (on this 
occasion an engraved clock) to the 
publisher of the book judged to be the 
outstanding students’ text covering any 
part of the Society’s examination syllabus 
to appear during each calendar year. 
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SOUTH EASTERN SOCIETY’S 
NEW PRESIDENT 


At the recent annual meeting of the 
South Eastern Society of Chartered 
Accountants, Mr C. F. Horton, F.c.A., 
was elected President for 1972-73. 
Educated at Dover College he served ` 
articles with Day, Smith & Hunter, 





Chartered Accountants, of Maidstone, 
and was admitted to membership of 
The Institute of Chartered Accountants 
in England and Wales in 1954. After two 
years’ National Service (during which he 
served in Malaya), Mr Horton rejoined 
the firm and became a partner in 1958. 

Following in the footsteps of two 
partners who had both been Presidents of 
the Society, he was elected to the com- 
mittee of the Society in 1965 and was 
honorary treasurer from 1965 to 1971. He 
is married, with three daughters. His 
principal interests outside the profession 
are golf, squash and cricket. 

The Vice-President of the Society for 
the ensuing year is Mr D. M. Arnold, 
F.c.A., and the Secretary and Treasurer 
is Mr R. H. Buxton, F.c.A., 15 Wrotham 
Road, Gravesend, Kent. 


GOLF 


The Chartered Accountants’ Golfing 
Society played a match against The Bar 
Golfing Society at Woking Golf Club on 
June 3rd, which The Bar won by 64 
matches to 34. Four ball matches were 
played in the morning and foursomes in 
the afternoon. 


The annual golf competition of the 
Liverpool Society of Chartered Account- 
ants was held on June 7th, when the 
leading results were as follows: 


Points 
I. C. Lindsay (8) kel ës véi 92 
D. A. Fair (9) .. A zë WW 
D. Oakes (15) = ë sy `" Sa 
J. A. Colvin (9) ns si ro “86 
DK Adams (15) `. pä pe 30 
H A. Fair (7) a wit F vn 29 
J. F. Allen (9) - - dg D TERE” 
P. F. Webster (18) .. 7 ie ¿Q 
Articled Clerks 
P. V. S. Caldwell (4) .. af . 2 
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